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Former Barings 
directors barred 
from new boards 

Former directors of Barings, the collapsed London 
merchant banking group, have been barred tempo- 
rani y by securities regulators from becoming direc- 
torsof the new Barings businesses created by ING 
fa Frankfurt, Nick Leeson. the former Barings 
trader accused of bringing about the h ank ’s col- 
lapse, formally opposed extradition to Singapore at 
a court hearing. Page 18 

^“*® 1 supports chairman: The board 
of Alcatel Alsthom expressed its confidence in 
Pierre Suard but failed to damp speculation that the 
chairman and chief executive of the French indus- 
trial group could be forced to step down as a result 
oT a fraud investigation. Page 19; Lex Page 18 

French roll out red carpet for Castro 

Cuban president Fidel 
" s - Castro (left), started a 
controversial visit to 
France with a red-carpet 
welcome from Socialist 
president Francois Mit- 
terrand while a conserva- 
tive minister railed him 
a dictator. The 68-year- 
old communist revolu- 
tionary leader began his 
three-day stay with a 
kiss on both cheeks from 
France’s first lady Danielle Mitterrand. 

China agrees to WTO talks: China agreed to 
restart talks on joining the Worid Trade Organisa- 
tion after the US expressed support for its admis- 
sion. The new round of discussions will begin in 
Geneva next month, US trade representative 
Mickey Kantor said Page 18 

Personal computer sales quadruple: 

Worldwide sales of multimedia personal computers 
quadrupled last year to 10. 3m units from 2.5m units 
shipped in 1993, according to a study by Dafcaquest, 
the US market research group. Page 20 

Credit Lyonnais losses up: Cr&ht Lyonnais, 
the troubled state-controlled French bank, is to 
report much greater than expected losses for 1994 of 
about FFrlObn ($2bn), considerably higher than the 
losses of FFr6 3bn in 1993. Page 3 

Zedillo marks 100 days: President Ernesto 
Zedillo marked his first 100 days in office with a 
sombre speech, promising Mexicans blood, sweat 
and tears while the country, digs itself out of the 
worst financial crisis of the past isyears. Page 6 

Credit Suisse withdraws Buda p est bid: 

Credit Suisse, the Swiss bank, withdrew from a bid 
for Budapest Bank of Hungary which would have 
resulted in its first foreign acquisition. Page 19 

US and UK lead (bugs market: The US and 

the UK were tiie fastest growing of the world's 
mam drugs markets in 1994. both growings per 
cent to J52.9bn and *5.6bn respectively. Page 9 

Christopher meets Syrian leaden US 

Secretary of State Warren Christopher said talks 
with Syrian President Hafez al-Assad in Damascus 
had been very good, raising the prospect of progress 
in the stalled Israeli-Syrian peace process. Page 4 

Japanese bureaucrats punished: The 

Japanese government punished six senior bureau- 
crats in an attempt to defuse criticism of the o ffi cial 
rescue of two credit unions, which will be vital to 
the feasibility of any future bail-outs. Page 8 

Cathay Profits profits up 4%; Cathay Pacific, 
the Hong Kong airline, unveiled net profits for 1994 
of HK52L38hn (USJ309m) - just 4 per cent ahead of 
the HK$2J29bn earned in 1993. Page 22 

Storm hits flood-ravaged California: 

President Bill Clinton declared part of California a 
disaster area after another Pacific storm struck the 
state following storms which killed 11 people last' 
week. Experts said damage could cost $2bn. 

■fissile blast near H-ptant: A missile launched 
by a Busman pilot on a practice mission went out of 
control and exploded near a nuclear power station 
last Friday. It fell three miles from the Novovoro- 
negh nuclear power station in western Russia. 

EU growth slows: The European Union's 
economy grew 0.7 per cent in the third quarter of 
1994 against LO per cent in the previous quarter, 
the EU said. This compared with growth of L0 per 
cent in the US and 09 per cent, in Japan. 
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We apologise to readers of the international edi- 
tion for the recent erratic delivery of the paper in 
some regions. This has been caused by teething 
problems in a new computer and comm uni cations 
system. We are taking steps to prevent these prob- 
lems recurring. 
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UK premier seeks Clinton help over IRA weapons 

Letter from prime minister regrets US decision to meet Adams 


By Robert Peston in Jerusalem 
and John Kampfiwr in London 

Mr John Major has written to 
President Bill Clinton askin g him 
to put pressure on Mr Gerry 
Adams, Sinn Fein leader, to take 
firm steps towards the decommis- 
sioning of IRA weapons. 

The prime minister's letter is 
understood to express regret at 
Mr Clinton's decision to meet Mr 
Adams at a St Patrick's day cele- 
bration and to allow b’m to raise 
funds during his visit to the US. . 

Officials said yesterday the let- 
ter, sent on Friday, also 
suggested ways of minimising 


any damage to the Northern 
Ireland peace process which may 
result from Mr Adams' presence 
at the White House. 

The response from Washington 
was terse. Mr Michael McCurry, 
White House press secretary, said 
the administration had no second 
thoughts on the decision. 

"We are aware of their Jthe 
British] concerns," he said. 

Speaking in Jerusalem where 
he is leading a delegation aiming 
to boost Anglo-lsraeli trade, Mr 
Major said: "We are in touch 


(with the White House] on this 
issue." 

In remarks said by a senior 
official to echo the sentiments of 
the letter, Mr Major said: "I think 
it is important that pressure is 
put on Sinn Fein [to take steps to 
decommission arms] ... 1 hope 
that course is urged upon him 
[Mr Adams l” 

Mr Major did little to allay 
fears that the "special relation- 
ship'* between the two countries 
- a phrase much used by Lady 
Thatcher when she was prime 


minister - may have been irrepa- 
rably impaired. "I don’t suppose 
we are going to agree on each 
and every subject," he said. 

Instead. Mr Major referred to 
the “very large number of inter- 
ests in common” between the two 
countries. 

The disclosure of the letter 
coincided with a move by Conser- 
vative and Ulster Unionist 3 IPs 
to rein in the government's con- 
tacts with the IRA's political 
wing. MPs were last night finalis- 
ing a motion which says "huge 


progress on decommissioning 
arms must be made before gov- 
ernment ministers or constitu- 
tional parties in Northern Ireland 
ran be expected to enter into 
talks with Sinn Fein”. 

Mr Ken Magjnnis. the Ulster 
Unionists' security spokesman 
and cosponsor of the backbench 
motion, said be was telephoned 
by Mr Anthony Lake. Mr Clin- 
ton's national security adviser, 
last Thursday. 

“I told him it was too late for 
clarification, that we were very, 


very annoyed” Mr Magmnis said. 
”1 told him- we were not going to 
demean ourselves by attending 
the White House party." 

He described the conversation 
as liluni and businesslike. They 
are in no doubt of our message." 

Mr Andrew Hunter, chairman 
of the Conservative backbench 
Northern Ireland committee and 
the other co-sponsor, said the 
motion was an attempt to per- 
suade the government that 
“appeasement of Sinn Fein is 
very dangerous". 

Tories aim to mend link with N 
Ireland MPs, Page 11 


EU freezes links 
with Canada over 
arrest of trawler 


By Bernard Simon in Toronto, 
David White in Madrid and 
Caroline Southey In Brussels 

The European Union froze all 
formal contacts with Canada as 
the dispute over seizure of a 
Spanish trawler intensified yes- 
terday. 

Spain was preparing to send a 
second naval vessel to protect its 
fishing fleet in the north-west 
Atlantic, where Canadian author- 
ities detained the trawler after 
alleging that it had violated 
international limits on turbot 
fishing ' 

Mr Javier Solatia. Spanish for- 
eign minister, said Madrid was 
considering "all diplomatic mea- 
sures”. but would not be more 
explicit He refused to rule out 
breaking off relations with Can- 
ada, and said Madrid bad started 
filing procedures at the Interna- 
tional Court of Justice in The 
Hague against Canada. 

The EU is unwilling to discuss 
complaints from Canada until 
after release of the trawler, the 
Estai, and its crew, taken into 
custody last Thursday. “All con- 
tacts which had been planned 


have been put on ice,” a commis- 
sion official said. 

The first casualty of the diplo- 
matic freeze wifi be a planned 
political consultation today in 
Paris between officials from Can- 
ada and the EU, represented by 
Germany, France and Spain. 

The vessel, which has been 
impounded in St John’s Harbour, 
was seized outside Canada's 200- 
mile fishing zone. But Mr Allan 
Rock. Canada's justice minister, 
justified the arrest "on the princi- 
ple that [international] law 
evolves to take into account 
changing circumstances.” 

Canada maintains that the sei- 
zure was necessary to. conserve 
dwindling stocks of halibut in the 
north-west Atlantic after the vir- 
tual disappearance of cod and 
flounder. It has accused Spanish 
and Portuguese trawlers, and the 
Estai in particular, of flouting 
quotas agreed by the North- 
west Atlantic Fisheries Organisa- 
tion. 

However. lawyers for the Estai 
are expected to tell a Newfound- 
land court today that Canada has 
no jurisdiction over the vessel or 
its captain. The Estai's captain is 


due to appear in court to face 
four charges under Canada's fish 
conservation laws. 

The strong stance by Madrid 
reflects fierce reactions in Spain’s 
Galicia region. The fleet of 40 
freezer vessels based in Vigo 
relies on the catch of Greenland 
halibut 

The Canadian government is 
also under strong domestic pres- 
sure to maintain a tough ting 
The seizure of the Estai has been 
widely applauded, especially in 
Newfoundland, where dbout 
30,000 jobs have been lost as a 
result of the collapse of th4 cod 
fishery. / • 

Meanwhile. Mr Michael ?Jack> 
the UK fisheries- minister, 
expressed “some sympathy" with 
the Canadians, but insisted that 
the dispute should he settled 
through negotiation rather than 
“precipitate actions on the high 
seas”. 

Although faced by a House of 
Commons largely hostile to the 
Spanish fishing industry and 
sympathetic to the Canadians, he 
refused to rule out Britain's join- 
ing possible EU sanctions against 
Canada over the issue. 


Buffett 
writes down 
holding 
inUSAir 


Maggie Urry fen New York and 
Michael Skapinker m London 

Mr Warren Buffett, the US 
investment guru, dented his rep- 
utation as an investor and dealt a 
blow to USAir by writing down 
the value of his investment com- 
pany's stake in the troubled air- 
line by $268. 5m to $S9.3m. Mr Buf- 
fett said he would also quit the 
airline's board. 

The decision puts further pres- 
sure on British Airways, the UK 
flag carrier, to write down the 
£ 26 lm ($428m) book value of its 
24.6 per cent stake in USAir. 

BA said yesterday its position 
on USAir remained unchanged. It 
said; “Our board has made it 
clear that it will only consider a 
writedown if there is a perma- 
nent diminution in the value of 
our investment" 

It said its relationship with the 
US carrier was different from Mr 
Buffett's. "As far as he's con- 
cerned, it’s a straightforward 
investment. For us, it's part of a 
wider partnership." 

The write-down by Berkshire 
Hathaway. Mr Buffett's invest- 
ment company, reflected an 
“other than temporary" decline 
in the value of the investment, it 
said when reporting 1994 results. 
The move suggests Mr Buffett 
cannot see an early solution to 
USAir’s problems which would 
have allowed him to continue to 
carry the stake at cost 

Last November, Mr Buffett said 
he and Mr Charles Munger, 


Continued on Page 18 


Banks could take 
up to four years 
to prepare for Emu 


By John Gapper in London 

Banks in the European Union 
will have to spend three to four 
years preparing for a single cur- 
rency and between Ecudbn and 
EcnlObn ($10.5bn-$I3.1bn> on 
implementing it, says a study 
published yesterday by the Euro- 
pean R anking Federation. 

Leaders of the federation - the 
trade organisation for European 
commercial banks - urged gov- 
ernments to produce the techni- 
cal specifications for a single cur- 
rency quickly to allow banks to 
mak e the change smoothly after 
European monetary union. 

The Emu timetable envisages 
“rapid introduction" of a single 
currency after the start of the 
third stage of Emu - when 
exchange rates are locked. That 
is due between the start of 1997 
and 1999. 

The federation estimated a sin- 
gle currency would cost banks 
the equivalent of 2 per cent of 
operating costs for each year of 
changeover as they switched 
technology, changed banknotes 
and altered marketing material. 

The British Bankers’ Associa- 
tion said 2 per cent of UK hanks' 
operating costs would be £91 4m 
IS1 .5bn) at 1994 prices. Changes 
to information technology would 
account for £436m of this, and 
stationery and marketing 
changes would cost £2B4m. 

The study was based on a sur- 
vey of 110 European banks in 14 
countries. It follows a previous 
estimate from the Ecu Banking 
Association that implementation 


of a single currency would cost 
retail banks up to Ecu225m each. 

The federation's study assumes 
a “big bang” conversion in which 
countries would switch to a sin- 
gle currency in one step rather 
than operating with dual curren- 
cies for a time. 

The study also assumes all EU 
countries participate in monetary 
union at the same time. However, 
the BBA said it would not add 
significantly to UK costs if the 
UK delayed its switch to a Euro- 
pean currency. The costs to busi- 
nesses and individuals of switch- 
ing to a European currency are 
not included in the estimate. Nei- 
ther is the cost of changing inter- 
bank payment systems. 

The federation said the cost 
was manageable but would "sig- 
nificantly burden the income 
statement of banks for several 
years". 

Mr Mick Williamson, project 
director of the study of UK 
banks' costs, said politicians 
would have to "take all necessary 
decisions this year, and put all 
the preparations in place” to 
allow a single currency in 1999. 

The study says money trans- 
mission changes - including 
notes, coins and plastic cards - 
will account for 60 per cent of the 
total costs, while switches in 
loans and deposits will account 
for a further 20 per cent. 

Survey on the Introduction of 
the Single Currency: A First Con- 
tribution on the Practical Aspects. 
European Banking Federation, 
Rue Momoyer JO, R-1Q40 
Bruxelles. 
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Tapie in court for match-rigging trial 



Bernard Tapie (right), the former French soccer 
boss and leftwing politician, speaks to police at 
Valenciennes courtroom yesterday. Mr Tapie was 
in court for a trial concerning the rigging of a key 
match between Marseille and Valenciennes in 1993. 
He denies any involvement In the affair and, dur- 


ing the first day of the bearing yesterday, clashed 
with presiding judge Bernard Langlade, who 
threatened to expel him from court after he inter- 
rupted the reading of the charge sheet, insulted the 
public prosecutor and disrupted testimony. 

Details, Page 18 news. nmo. 
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NEWS: EUROPE 


EU transport commissioner wants member states to cede powers to Brussels 

Kinnock to seek authority over air deals 


By Caroline Southey 
in Brussels 

Mr Neil Kinnock. European 
Union transport commissioner, 
will today try to persuade EU 
transport ministers to cede to 
Brussels full authority over 
negotiating an “open skies” 
policy. His intervention follows 
US moves to negotiate deals 
with six EU member states. 

Mr Kinnock faces a long bat- 
tle with transport mini sters, 
who have traditionally been 
reluctant to give the Commis- 
sion power to negotiate deals 
on their behalf with the US. 

“Mr Kinnock is making an 
ambitious and difficult 
request," an official said. “But 


it is worth having a go because 
be believes the legal and eco- 
nomic consequences for the EU 
are enormous if the US secures 
deals with the six.' 

The six are Belgium. Luxem- 
bourg and Austria, which have 
already initiated agreements 
with Washington, and Finland, 
Sweden and Denmark. 

Mr Kinnock will present to 
transport ministers legal and 
economic arguments against 
the so-called “model” agree- 
ment which is the basis for the 
Washington's negotiations, but 
will stop short of formally 
requesting a mandate. 

France, which holds the EU 
presidency, will propose the 
minis ters consider a Communi- 


ty-wide set of principles which 
member states would use as 
guidelines when negotiating 
bilaterally with a third party. 

Mr Kinnock believes his pre- 
sentation of the “model” agree- 
ment will provide the amniuni- 
tion necessary to convince 
states to cede power to Brus- 
sels on aviation matters. 

But the omens are not good. 
Last week the six rejected his 
request that they desist from 
negotiations. “They are likely 
to be quite cagey about his 
approach, “ an official said. 

Among the larger member 
states, Mr Kinnock's request is 
likely to fall on deaf ears in the 
UK, where the government 
remains committed to member 


states' retention of bilateral 
negotiating powers. 

“There is obviously a tension 
between ceding competence on 
the one hand and the practical 
effects of the deals on the 
other said an official “But 
where member states have the 
powers to negotiate. Britain 
th i nks they should be able to 
exercise them." 

However, Mr Kinnock may 
receive support from Germany. 
Bonn believes there is a case to 
be against the deals on 
economic, political and legal 
grounds. “Bonn understands 
Mr Kinnock’s reservations. 
Politically this is not the way 
the EU’s aviation policy with 
the US should be decided." an 


official said. “There are also 
fears that the agreements 
could lead to traffic being pul- 
led out of Germany." 

There are already signs com- 
promise proposals may emerge 
from today's discussions. 
“There are a number of other 
options between sole compe- 
tence for the commission and 
the position we have now.” a 
Commission official said. 

The US's open sky initiative 
has created another problem 
for the transport m inis ters. 
What was expected to be a pro 
forma discussion on a mandate 
for the commission to negoti- 
ate a land and air transport 
deal with Switzerland has been 
complicated as the Swiss have 


also initialling an open slues 
deal with Washington. 

A Commission official said; 
“We might need additional pro- 
visions in the mandate depend- 
ing on the details of the open 
skies deal." 

But Swiss officials warned 
that a postponement would 
send the wrong signals. “Swit- 
zerland is adamant that the 
two issues should be kept 
apart. We do not want to be 
drawn into the argument about 
competence, either directly or 
indirectly. The agreement with 
the US does not foresee any 
rights that would affect the 
EU. It is a bilateral matter." a 
Swiss official said. 

Editorial comment. Page IT 


Croatian Serbs 
stay aloof from 
peackeeping move 


By Laura Sifber in Belgrade 

The leaders of rebel Croatian Serbs 
warned yesterday they would never 
bow to the authority of Zagreb. 
despite the goodwill created by the 
Croatia's last-minute decision to let 
UN peacekeepers remain on its ter- 
ritory. 

Serbia's President Slobodan Milos- 
evic summoned the leaders of the 
self-proclaimed Krajina Serb republic 
- which covers nearly one-third of 
Croatia's territory - to Belgrade for 
closed-door consultations. 

Mr Slobodan Jarcevic, an adviser to 
the Croatian Serb leadership, said as 
the talks started; “Krajina will never 
become part of Croatia. We are an 
independent state completely separate 
from Croatia." 

This followed a Croatian climbdown 
over the weekend which staved off 
the immediate risk of war and passed 
the political initiative back to the 
Serbs. Under intense western pres- 
sure. Mr Tudjman reversed his earlier 
decision to expel the UN force of 
12.000 when their mandate expires at 
the end of March. 

He said a fresh mandate would now 
be negotiated, providing for a smaller 
force of about 5,000. to be deployed 
mainly on Croatia’s internationally 
recognised borders. 

Zagreb's concession, while wel- 
comed by western diplomats, is not 
expected to keep the spectre of 
renewed war at bay for long unless 
there is some progress in negotiations 
over Croatia’s future. 

During the recent weeks of uncer- 
tainty over the future of the UN 
peacekeeping force in Croatia, the 
Krajina Serbs had refused to take part 
in Further negotiations over long-term 
political arrangements. 

Now that this barrier to further 
talks has been lifted, diplomats expect 
intense international pressure on the 
parties to restart talks on the 
so-called “Z-4" plan which would 
restore Croatia's integrity but grant 
extensive autonomy to two Serb-domi- 
nated areas, including the Serb 
stronghold of Knm_ 

Mr Yasushi Akashi, the senior UN 
envoy to former Yugoslavia, is due in 
Belgrade later this week for meetings 
with Mr Milosevic and the Krqjina 
Serb leaders. 

Acceptance by the Krajina Serbs of 
the Z-4 plan would open the way for 


Serbia to grant formal recognition to 
the Croatian republic. This could 
mean a further easing of international 
sanctions against Serbia. 

Diplomats say Mr Milosevic has a 
strong interest in the success of the 
Z-4 plan, which could provide him 
with new international respectability. 
But he has resisted pressure to lean 
heavily on his kinsmen in Croatia. 

Leaving yesterday's meeting. Mr 
Borislav Mikelic. a Krajina leader 
who is viewed as Mr Milosevic's 
proxy, praised Croatia’s decision as 
“very reasonable” and “constructive". 

Yet the Serb and Croat positions on 
political arrangements in Croatia, and 
on the future role of the UN. remain 
far apart. Belgrade’s state-run radio 
warned yesterday that substantial 
changes in the UN mandate - of the 
kind that Croatia is demanding - 
would lead to renewed war. 

Zagreb is reported to have made the 
redeployment of UN forces on the 
internationally recognised borders of 
Croatia a key condition for their con- 
tinuing presence. 

Serb commentators expressed bit- 
terness yesterday over what they 
view as Croatia's success in using 
brinkmanship to secure clearer inter- 
national support for the protection of 
its borders. Tanjug. the state news 
agency, in a commentary described it 
as “political trickery" which had 
enabled Croatia to achieve its aims 
“in close cooperation with Bonn”. 

Mr Klaus Kinkel. the German for- 
eign minister, yesterday called for the 
rapid integration of Serb-held lands in 
Croatia by peaceful means. 

“Tudjman, the Croatian population 
and [foreign minister Matel Granic 
were rightly extremely dissatisfied 
that the UN couldn’t fulfil what it 
promised in relation to the Krajina," 
Mr Kinkel said. 

“For that we have the famous Z-4 
plan, which means that there must be 
negotiations as soon as possible on a 
peaceful reintegration of the Serbcon- 
trolled areas." 

Mr Tudjman. meanwhile, will also 
have to explain to nationalists at 
home why he has thrown away his 
one trump card - the UN mandate - 
without gaining anything concrete in 
return. The Social Liberals, the main 
opposition party, said Croatia had 
“lost its political credibility and inde- 
pendence” by agreeing to the compro- 
mise. 


PPI chief clings to wreckage 


Buttiglione refuses to 
quit, but the party 
will break up with or 
without him, reports 

Robert Graham 

M r Rocco Buttiglione yester- 
day refused to step down 
from the leadership of the 
centrist Popular party (PPF>. even 
though he was defeated in a vote of 
confidence on the national executive 
at the weekend. 

In a defiant move, Mr Buttiglione 
insisted he was still in command and 
ordered the sacking of three senior 
party members who had voted against 
him. His opponents counter-attacked, 
saying he had lost his right to head 
the party and pledging to find a new 
leader as soon as possible. 

The unedifying scrap can prolong - 
but not prevent - the break-up of the 
PPI, which was conceived 14 months 
ago to replace the discredited Chris- 
tian Democrats as the Catholic party 
controlling the middle ground of Ital- 
ian politics. The debacle will remove 
the PPL which currently accounts for 
about 8 per cent of the vote in opinion 
polls, from any role as a centre party 
mediating between left and right. 

The inevitable split will also bury 
the illusions of those politicians and 
members of the clergy who still 
believe it possible to retain the Catho- 
lic vote under the umbrella of a single 
party. The Christian Democrats, first 
split in 1991 when a radical faction led 
by Mr Leoluca Orlando, the mayor of 
Palermo, formed La Rete (The Net- 
work) clean government movement 
The following year Mr Mario Segni, 
leader of the referendum movement, 
formed his own reformist group. 
When the Christian Democrats wound 
themselves up in January 1994, a 
small right-wing faction formed the 
Christian Democratic Centre (CCD), 
linking with Mr Berlusconi's Forza 
Italia; others joined Mr Gianfranco 
Fini’s rightist National Alliance 
The battle for control of the PPI has 
been provoked by the need to form 
alliances in an increasingly polarised 
political environment resulting from 
the introduction of a first-past-the- 
post electoral system. Hostilities 
began on March 8 when Mr Buttig- 
lione committed himself to leading 
the PPI into a right-wing alliance 
being put together by Mr Silvio Ber- 
lusconi. the former prime minister. 

The decision was reached without 
prior consultation of the executive, 
but came after weeks of ambivalent 
conversations with Mr Berlusconi and 
his allies on the one hand and the 





I'm still standing: Buttiglione addresses his party's council last month 


parties on the centre left coalescing 
round the former communist Party of 
the Democratic Left (PDS) on the 
other. It immediately caused a storm 
of protest from the influential left of 
the party, who had already proposed 
an electoral alliance with the PDS 
under the leadership of Professor 
Romano Prodi, an independent candi- 
date close to the former Christian 
Democrats. 

A meeting of the national executive 
was hastily convened on Saturday to 
vote on Mr Buttiglione’s initiative. He 
lost by 102 votes to 99. The left of the 
party, and a number of moderates, 
were not prepared to undo increas- 
ingly solid linlis forged at the local 
level with the PDS in advance of 
April’s regional and local elections. In 
addition, Mr Buttigtione’s opponents 
were unwilling to countenance an 
alliance that brought the PPI into 
direct association with the National 
Alliance, whose neo-fascist roots 


remain all too apparent. 

Though a narrow margin, the vote 
was a serious setback. Mr Buttiglione 
otanot now take the PPI as a party 
into Mr Berlusconi's alliance: he can 
merely lead his own followers. This 
makes him very much a junior part- 
ner in the alliance, with the risk of 
being absorbed by Forza Italia. 

The defeat also raises questions 
about the political judgment of a man 
who until a year ago was a philoso- 
phy professor. In December he was 
instrumental, along with Mr Umberto 
Bossi, the leader of the populist 
Northern League, in forcing Mr Ber- 
lusconi's downfall by tabling a parlia- 
mentary motion of no confidence. He 
hoped that with Mr Berlusconi out of 
office. Forza Italia would weaken and 
the PPI would gain a floating conser- 
vative vote. Instead. Mr Berlusconi 
has retained a tight grip over Forza 
Italia, while Mr Buttiglione depends 
on him to survive. 


Romania’s opposition finds the going tough 


L ast October. Mr Con- 
stantin Tutunaru, 
mayor of Bucharest's 
sixth district, was asked to 
attend a routine meeting at the 
local police station Instead of 
discussing local finances, how- 
ever. Mr Tutunaru found him- 
self accused of abusing his 
powers as mayor and acting 
against the public interest He 
spent the next 17 days in jaiL 
Five months later, Mr Tutu- 
naru, a member of the 
National Peasants party, a 
fending centre-right opposition 
party, is still fighting to dear 
his name and be reinstated as 
mayor of district six, a ward 
with 420.000 inhabitants. 
Among the charges against 
him are that he personally 
profited from the collection of 
Christmas presents for local 
orphanages and old peoples' 
homes and used his influence 
to move some relatives from 


Virginia Marsh reports on persecution of public 
figures by experienced former communists 
who are well versed in how to hang on to power 
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one state-owned home to 
another which was then 
renovated at the state's 
expense. 

Mr Tutunaru is just one of 
many local officials elected 
three years ago who are no lon- 
ger in their posts. He became 
mayor in February 1992 when 
opposition parties won many 
regions and large towns in 
Romania's first free local elec- 
tions in more than 40 years. 

The government of the Party 
of Social Democracy (PD SRI - 
the rump of the leftwing 
National Salvation Front 
which took power In 1990 - 
says it has suspended 133 may- 
ors for breaking the law and 
that a further 264 have 
resigned for “personal reasons" 
ranging from health problems 
to low pay. 

In mast democracies, elected 
officials cannot be dismissed 
by the central government for 
allegedly breaking the law. 
Like other citizens, they must 
first be tried and convicted by 
a court before being presumed 
guilty. Mr Tutunaru says that 
in his case the government did 
not even follow its own proce- 
dures in dismis s ing him 

The Bucharest government, 
a coalition between the PDSR 
and an extreme nationalist 
party, has been slow to over- 
haul communist-era regula- 
tions governing local authori- 
ties and officials or to 
decentralise power to them, 
even though it pledged to do so 


three years ago in its govern- 
ing programme. 

This led a recent report on 
local government in Romania, 
sponsored by the European 
Union. Council of Europe and 
the World Bank, to warn that 
the tendency “to conserve and 
even re-build" the pre-1989 
administrative system presents 
“major risks” for the country 
and runs against efforts to 
build democracy. 

Local government receives 
all its funding from the central 
government. 

M r Tutunaru says the 
police and central 
authorities are able 
to exploit the country’s only 
partly reformed legal system. 

“The fact that we still have 
no law on the status of elected 
officials, for example, means 
that mayors can be arrested 
and suspended indefinitely 
while police make inquiries ." 
he says. “In theory, police 
could arrest an official the day 
after his election and keep him 
under investigation - and out 
of office - until the end of his 
term." 

Nor do courts have a time 
limit during which they must 
pronounce a verdict. Mr Tutu- 
naru's case was heard at the 
beginning of November. He is 
still waiting for the verdict 
“In the meantime. I am 
suspended from my job. not 
entitled to my salary and not 
free to find other work. This is 



against the principle of being 
innocent until proved guilty, 
which is in our constitution," 
he says. 

Even though most of those 
dismissed are from opposition 
parties, the government denies 
there is any political motiva- 
tion behind the sackings. This 
claim is disputed by opposition 
parties, western diplomats and 
independent analysts. 

"There is a lot of corruption 
in Romania and many mayors 
make mistakes,” says a west- 
ern diplomat in Bucharest. 
“But there is also clearly a 
political component. Opposi- 
tion mayors and officials are 
being targeted, while those 
from governing parties are 
not... At the same time, the 
ruling party has little interest 
in reforming local government 
- this is the area in which it is 
weakest and such reforms 
would benefit the opposition 
more than it.” 

Analysts say the dismissals 
are part of a wider trend as the 
PDSR attempts to strengthen 
its grip on power ahead of next 
year’s general elections. 

“There Is a process of intimi- 
dation of mayors and public 
employees in general. Many 
get fed up and resign. Others 
give in and join the PDSR." 
says another western diplomat. 

Such tactics are helping cre- 
ate a lopsided political system, 
analysts say. “In 1989, many 
were hopeful that a genuinely 
pluralistic political structure 


Several leading members of the Democratic Convention. 
Romania’s main opposition group, are not expected to sign a 
new co-operation agreement doe to be completed by tomorrow, 
amid growing signs that the bloc is falling apart, diplomats and 
analysts in Bucharest said yesterday, writes Virginia Marsh. 

Analysts said the parties’ failure to sign the protocol would be 
tantamount to leaving the group, a loose coalition of anti-com- 
munist, centrist organisations formed to contest local elections 
three years ago. 

At the weekend. Liberal Party 93, one of the largest groups In 
the DC. became the second party to announce it intended to 
leave the coalition. The Civic Alliance party and the ethnic 
Hungarian party, two other important DC members, have said 
they will not sign the protocol which includes a strategy to fight 
local, presidential and parliamentary elections due next year. 
Their departures will increase the domination of the National 
Peasants party in the DC, which the other parties had found 
increasingly unacceptable. 


would quickly develop but 
western European style democ- 
racy still seems a long way 
off. . . There’s an increasing 
sense that the PDSR is the 
party and that there’s no other 
option," says a western ana- 
lyst 

At the request of opposition 
parties, the Council of Europe 
has asked President Ion Dlescu 
to investigate the circum- 
stances of the dismissals. The 
opposition has also tried to 
militate public opinion a gains t 
the dis missals through a press 
campaign but, after strings of 
well publicised corruption 
scandals, many Romanians are 
deeply cynical about the gov- 
ernment. 

A large part of the problem 
is the weakness of centre-right 
opposition parties, which have 
found it difficult to provide a 
united or credible alternative 
to the PDSR and its allies since 
the overthrow of the totalitar- 
ian Ceau$escu regime in 
December 1989. 

The PDSR is dominated by 


former communist officials 
with long experience in public 
administration and at state 
companies. Opposition parties 
such as Mr Tutunaru’s 
National Peasants party are 
staffed mainly by intellectuals 
and former dissidents who, 
thanks to the severity of the 
Ceausesru regime, had even 
less political or administrative 
experience in 1989 than their 
counterparts in other former 
east bloc countries, where mar- 
ket-led change generally began 
much earlier. 

“We In the opposition did not 
have a political schooling like 
the Communists, and they spe- 
cialised in keeping power." 
says Mr Tutunaru. who worked 
as chief researcher at an elec- 
trical energy Institute before 
1989. “Given our past, it was 
always going to be a battle to 
establish democracy and an 
opposition in Romania. Not 
that the [act that we're having 
to fight surprises me. I just 
didn’t expect the fight would 

be this rough." 
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EUROPEAN NEWS DIGEST 

Turkish Shias in 
fresh clashes 

-I least ninp people died and 100 have been injured in two 
days of rioting in Istanbul's Shia Moslem districts. Protesters 
from Turkey's minority Shia com m u ni ty took to the streets 
laxe on Sunday night after gunmen, believed to belong to * 
fun dame ntalist S unni Moslem group, shot dead three men 
random attacks on Shia shops and tea houses. 

Rioting continued ail day yesterday, with protesters attack- 
ing police with petrol bombs and stones. Security forces 
brought in armoured vehicles and tried to seal off the area. 
Yesterday’s clash was the worst incident involving the Shia 
minority' since fundamentalist Sunni Moslems killed 37 Shias 
during a riot in the city of Sivas in 1993. 

Turkey s Shia community, known as Alewis, practise a less 
strict form of Islam, bringing them into conflict with the 
growing S unni fundamentalist movement. Many observers 
fear deepening religious violence will further tear at Turkey's 
foundations, undermined by the worst economic crisis in 70 
years and ethnic conflict in mainly Kurdish south-eastern 
Turkey. Prime minister Tansu Cfller yesterday appealed for 
calm, saving: “We will never allow anyone to fulfil [evil] aims 
in Turkey. Alewis. Sunnis, Turks and Kurds, have lived 
together on this land for centuries.” John Barham, Istanbul 

Turks to boost Azeri oil stake 

Azerbaijan has agreed to increase Turkey's share in a S7.4bn 
international oil consortium developing offshore oilfields in 
the Caspian Sea. Azeri President Haydar Aliyev said yesterday 
he supported the sale of a 5 per cent share in the consortium 
held by Socar. the Azeri national oil company, to TPAO, 
Turkey's state oil company. TPAO has been trying to increase 
its 1.75 per cent shar e in the consortium since it was set up 
last year. However, Mr Necdit P amir , a senior TPAO execu- 
tive. cautioned yesterday: “TPAO cannot confirm this. We still 
need Socar's approval Aliyev's signature is not enough.” 

Turkish officials hope this will be a formality. Mr Pamir 
refused to disclose the terms of the sale. He said other mem- 
bers of the consortium, which includes British Petroleum, 
Statol] of Norway and Russia's Lukoil, last month approved 
Socar’s share sale to TPAO. as required under the consor- 
tium's rules. Turkey considers participation in the consortium 
an important foreign policy objective. It is trying to increase 
its role in the Turkic republics of Central Asia ami the Cauca- 
sus. Turkey is also pressing for a future oil export pipeline to 
cross its territory, further strengthening its strategic influence 
and generating revenues. John Barham. 

Italian merchant banker probe 

Italian magistrates yesterday questioned Mr Enrico Cucria, 
octogenarian honorary ch a i rman of Mediobanca, over allega- 
tions that the Milan merchant bank concealed the extent of 
problems at Ferruzn-Montedison, one of Italy's largest indus- 
trial groups, in 1993. Ferruzzi-Montedison was brought to its 
knees by L435bn (S263m) of undeclared bad debts, and Medio- 
banca was the principal architect of the debt restructuring 
plan which helped rescue the group. The Ferruzzi family, 
which controlled the company, and their allies allege that 
Mediobanca knew more than it has admitted about the diffi- 
culties facing the industrial group. 

Mr Cuccia, 87. is still regarded as the single most influential 
figure in Italian finance, and Mediobanca continues to wield 
considerable power through its network of corporate contacts. 
Yesterday's three-hour interview - which Ravenna magis- 
trates held in Milan in deference to his age - was well 
heralded. Mr Cucria and three other executives of Mediobanca 
were warned last May they were under investigation, prompt- 
ing the bank to issue its first ever press release, angrily 
denying the allegations. Andrew Hill, Milan 

Brussels setback on ship cartels 

The European Commission has suffered a setback in its 
attempt to impose controls on a price-fixing agreement 
reached between international shipping lines on north Atlan- 
tic trades. 

The European Court has suspended a ban imposed by the 
commission on members of the Trans-Atlantic Agreement 
which forbade them to set tariffs on the landward section of 
journeys, from factory to port. The commission last year ruled 
that shipowners had no right to set rates on the landward part 
of the journey because there was no benefit to their custom- 
ers, the exporters. The shipowners took the matter to the 
European CourL 
The court derision means a ruling will be put off until the 
court makes up its mind about the overall legality of the TAA 
in about two years. The commission may, however, appeal on 
a point of law. The court decided to suspend the commission 
ruling because it would cause “grave and irreparable harm" to 
the shipowners. 

But tiie European Council of Transport Users, representing 
the customers of the shipping lines, said letting shipowners fix 
landward rates would severely bans European exports to the 
US. Charles Batchelor, London Law report. Page 12 

Castro savours first Paris visit 

President Fidel Castro yesterday claimed that his first trip to 
Paris in his 36-year rule marked an end to the “apartheid" of 
Cuba organised by the US, which he denounced for its “crimi- 
nal blockade" of his country. Wearing a sober blue suit instead 
of his habitual military fatigues, Mr Castro was first given 
lunch at the Elysee by President Francois Mitterrand. The 
invitation reflected the desire of the French president, and his 
wife Danielle who has visited Cuba many times, to underscore 
their opposition to the US boycott of Cuba before Mr Mitter- 
rand steps down from office in two months' time. 

Mr Castro, who had been in Copenhagen for the UN's social 
s umm it told Mr Mitterrand that on arriving on French soil he 
felt the “apartheid” of Cuba was “finished". His previous 
European (rips had been limited to Spain. David Buchan, 
Paris. 

ECONOMIC WATCH 


Greek wholesale prices rise 
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Greek wholesale prices 
showed a larger than expec- 
ted increase in January, ris- 
ing by 10.5 per cent over Jan- 
uary 1994. This followed a 
yearly rise of 10.2 per cent in 
December. The increase over 
December 1994 was 1.5 per 
cent. However, several ana- 
lysts brushed aside fears that 
rising wholesale prices would 
push consumer prices 
upwards over the next three 
months, undermining the 
government’s hopes of achiev- 
ing single-digit inflation 
before the s umm er They said 
a 2.0 per cent increase in Jan- 
uary in wholesale prices of 


1993 

Stxwca; DsMstream 

manufactured goods reflected mark-ups at the start of the 
year. The recession and falling prices for imports, together 
with tighter monitoring of agricultural wholesale merchants, 
who have been accused of price-firing, were expected to keep 
down further first quarter rises. Because of Increasing compe- 
tition, retail price increases lagged several months behind 
wholesale increases during 1994. Kerin Hope, Athens 

The European Union’s economy grew 0.7 per cpt 1 * in the 
third quarter of 1994 against 1.0 per cent in the previous 
quarter, according to figures released by the EU’s statistics 
office. In the first nine months of last year, the EU’s gross 
domestic product was 23 per cent up on the same period of 
1993. The largest GDP rise in the third quarter of last year was 
registered in Finland (1.4 per cent). Sweden was the only EU 
state to record a foil (0.1 per cent). 
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NEWS: EUROPE 


Paris bank’s 
rivals query 
rescue plans 


* 


BJr Andrew Jack In Paris 

Credit Lyonnais, the troubled 
state-controlled French bank, 
is to report much greater than 
expected losses, it emerged yes- 
terday as pressure grew from 
its rivals to oppose additional 
government support. 

The losses in its 1994 full, 
year results will be unveiled 
over the next few days, but are 
expected to be about FFrlObn 
(£lJ2bn>. considerably higher 
than the losses of FFr6.9bn 
reported by the bank in 1993 
and which its chief executive 
bad said would not be 
exceeded in 1994. 

Details of the size or the loss 
emerged as the head or one of 
Credit Lyonnais' leading rivals 
in the private sector confirmed 
that he had expressed concerns 
to the European Commission 
about a second proposed gov- 
ernment rescue package for 
the bank now being finalised. 

Mr Mark Vienot, head of 
Soeiete Generate, one of 
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France's largest b anks, said he 
had written to Brussels with 
“observations" on the second 
package, which he has recently 
discussed with Mr Edmond 
Alphand#ry, the French minis- 
ter of economics. 

Mr Vienot said yesterday 
that the rescue package 
“risked creating an unaccept- 
able distortion of competition 
between French banks". 

Mr Karel Van Miert, the 
competition commissioner, has 
already announced that be is 
recommending a formal Com- 
mission inquiry into past and 
future state rescues of the 
bank. He is meeting Mr 
Alphandery in Brussels today. 

Mr Vienot has been increas- 
ingly outspoken about the 
nature of additional state help 
unless Credit Lyonnais sub- 
stantially accelerates asset 
sales and restructuring. Mr 
Michel Pebereau, head of 
Banque National de Paris, 
another leading rival, has also 
expressed concerns to Mr 
Alphandery. 

The new French government 
plan is expected to involve 
guarantees from the state for 
more than FFrlOObn in assets 
(including loans ) held by 
Credit Lyonnais, which will be 
hived off. It is unlikely to 
include any direct cash injec- 
tion. However, it comes on top 
of a first rescue of FFr23.3bn 
last year, which involved guar- 
antees to a specially created 
corporate vehicle containing 
bad loans and a capital injec- 
tion. If the assets of the vehicle 
were realised, they would 
already exceed the size of these 
earlier guarantees. • 

The statement that full-year 
results for 1994 would not 
exceed those of 1993 was given 
by Mr Jean Peyrelevade, the 
chairman appointed by the 
state to save Cr£tfrt Lyonnais, 
shortly after the. bau£ unveiled 
losses of FErt^bn for the first 
half of 1994. It now appears 
that the restructuring of the 
bank's balance sheet, addi- 
tional provisions and losses on 
loans wifi, cause this figure to 
be conside rably exceeded. 


Now market stalks Stalin’s coal mines 

John Thornhill on the uncertain future of a Russian industry with a very political past and present 


M r Vladimir Beresto- 
voi, a rough-hewn 38- 
year-old coal miner, 
points towards a monument of 
a woman grieving over a ceme- 
tery of 2 ,000 craves. “This is 
what happened when the min- 
ers went on strike in 1953,” he 
says. "They shot them all. 
Every mine here has its own 
burial ground.” 

The coal-mining town of Vor- 
kuta in the Arctic wastes of 
northern Russia is used to 
hardship. The first coal mine 
was sunk in 1934 by political 
prisoners who had fallen foul 
of Stalin’s regime. Thousands 
died as the mining region was 
developed. As Mr Alexander 
Stepanov, the chairman of the 
local coal-mining association, 
explains, “Vorkuta was built 
on the bones of the Gulag”. 

But white its inhabitants 
may have endured the 
extremes of the Arctic climate 
and the terrors of Stalin, talk 
of fresh troubles now fills the 
air. Many of the miners have 
not been paid since November, 
sparking mass protests and a 
one-day “warning strike" ear- 
lier this month. Miners c laim 
there has been a sharp fall in 
safety standards with three 
miners being killed in the 
region in the past two months. 

Trade union leaders are call- 
ing for an indefinite strike to 
begin tomorrow. And the chill- 
ing realisation is gnawing 
away at the town's 200.000 resi- 
dents that they now confront a 
more formidable enemy than 
any faced in the past: the mar- 
ket 

The World Bank recently 
made a series of recommenda- 
tions about bow Russia's coal 
industry could be restructured. 


Its conclusions make grim 
reading for Vorkuta's miners 
and dozens of other communi- 
ties in Russia dependent on 
producing coal. 

The bank says the industry 
Is in a "catastrophic" state. In 
Soviet times, mines were sunk 
with no regard to the costs of 
extraction or transportation. 
Massive subsidies - equivalent 
to l per cent of gross domes- 
tic-product - are now needed 
to keep the industry alive. But 
these subsidies are themselves 
counter-productive maintain- 
ing excessive production levels 
which undermine the profit- 
ability of Russia's low-cost 
mines. 

The “viable core" of the Rus- 
sian coal Industry is about two- 
thirds its current size, the 
report suggests, with the mar- 
ket capable of sustaining no 
more than half Russia's 900.000 
miners. In the harsh and 
remote Pechora basin, which 
includes Vorkuta, the number 
of pits should be cut from 18 to 
less than seven. The number of 
miners should Call from 70.400 
to between 21.000 and 32,000. 

But such contraction would 
lead to massive upheaval 
which must be softened 
through the creation of an 
effective social safety net. the 
bank argues. Subsidies used to 
fund inefficient production 
should be switched towards 
supporting early retirement 
programmes and relocating 
and retraining miners. The 
bank promises it would dis- 
burse $500m to bolster such 
social programmes. 

The government, through a 
coal commission which 
includes ministers, academics, 
industry leaders, and trade 
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union representatives, is 
already considering how to 
restructure the industry and is 
digesting the hank's recom- 
mendations. 
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The political sensitivities are 
extraordinary. Unrest among 
the coal miners in 1989 and 
1991 was instrumental in 
nriripi-miniTig Mr Mikhail Gorb- 


achev and thus easing Mr 
Boris Yeltsin into power. As 
Vorkuta's miners say. “we put 
Mr Yeltsin into power and we 
can remove him”. 

The radicalism of the batik’s 
proposals at first sparked 
fierce criticism from Rosugol. 
the state coal company which 
runs the industry, and both 
official and independent trade 
unions. 

“For 70 years, the planning 
of the Russian economy has 
been based on utopian schemes 
which were a product of the 
morbid imagination of its lead- 
ers,” ran one official union 
response. "Russia has only just 
begun getting rid of ideological 
dogmas. What people need now 
is not the market bolshevism 
of the World Bank but rather a 
well-conceived programme for 
the coal mining industry that 
rests upon the reality of Rus- 
sia's economic and social envi- 
ronment." 

In such a highly -charged 
atmosphere it will be difficult 
to muster sufficient political 
will to push through such com- 
prehensive restructuring in the 
five years envisaged by the 
bank. Nevertheless, in Vor- 
kuta. at least, the acceptance 
of the realities of economic 
gravity seems to be slowly 
spreading. 

Already the mining town of 
Khnlm er-Yn, to the north of 
Vorkuta, is being shut down 
with 5.000 people being relo- 
cated. Mr Stepanov, of the local 
coal assodatioD, accepts that 
another four mines should 
close with more money being 
invested in modernising the 
region's five most efficient pits. 

Mr Nikolai Mykhno, Vorku- 
ta's deputy mayor, also con- 


cedes it makes little sense for 
Vorkuta to keep farms and a 
sewing factory in operation 
and suggests that at least part 
of the population should be 
relocated. “The 30.000 pension- 
ers who live here deserve a bet- 
ter life,” he says. 

But Mr Mykhno argues it is 
important to save Vorkuta not 
just for its inhabitants but for 
the workers in other towns, 
such as Lipetsk and Cherepov- 
ets, which are dependent on 
the region's coal to fuel their 
steel plants. Mr Mykhno says 
Vorkuta can reduce its own 
dependence on coal by increas- 
ing the development of other 
mineral resources in the 
region. 

AH agree that the coal min- 
ing industry must change - 
however fast and however deep 
the restructuring turns out to 
be. Mr Stepanov describes the 
government's current financial 
dilemma as like that of a 
“squirrel on a treadmill": 
although it is r unning fast it is 
going nowhere. The govern- 
ment cannot improve the 
industry's position and pay the 
miners because it has no 
money. But people do not want 
to pay taxes to the government 
because it does nothing to 
improve their lives. 

“Winston Chur chill once said 
it was impossible to cross a 
chasm in two leaps. We are 
trying to take several," says 
Mr Stepanov. “Our people 
would like to have the benefits 
of capitalism without losing 
the certainties of soc ialis m." 

The development of an effec- 
tive market in Russia's coal 
industry will first depend on a 
piece of massive social re-engi- 
neering. 


Hungary’s financial moves prompt resignations 


By Virginia Marsh in Budapest 

Mr Gynla Horn, the Hungarian prune 
minis ter, yesterday failed to persuade 
two minis ters to stay in the cabinet 
following the government's decision 
on Snnday to make radical spending 
cuts and to devalue the forint by 9 
per cent 

Government officials said two 
senior Socialists, Mr Pal JSovacs, wel- 
fare minister, and Mr Bela Katona, 
minister for national security affairs. 


were resigning as they had not 
agreed with the cuts which aim to 
reduce this year’s budget deficit by 
Ftl70bn (£955m) and bring down the 
country's huge current account defi- 
cit from a record $3.Sbn in 1994. . . 

However western investors and the 
local business community welcomed 
the measures which were proposed 
by Mr Lajos Bokros, finance minister, 
and Mr Gydfgy Suranyi,tentral bank 
governor; two prominent reformers 
who took office on March l. Investor 


confidence has been badly shaken by 
the cancellation of a high-profile pri- 
vatisation deal in January, and the 
subsequent resignation of Mr Laszlo 
fiekesi, the pro-reform finance minis- 
ter. 

The Budapest Stock Exchange 
index rose by 46 points, or 3£ per 
cent, to" dose at 1J258, Its highest 
level this year. The forint, which 
closed at ilk to the dollar on Friday, 
fell to 120 following the devaluation - 
the largest since January 1991 - 


which became effective yesterday. 

However, leading trade unions 
close to the Socialist party said they 
strongly opposed cuts hi social spend- 
ing and limits on public sector pay. 
They also criticised the government 
for failing to discuss the largely 
unexpected measures with the unions 
beforehand. 

Under the government's proposals, 
family child allowances will be cut- 
back, public sector pay rises limited, 
university tuition fees introduced 


and public administration restruc- 
tured with many civil servants and 
higher education teachers expected to 
lose their jobs. 

The devaluation and the imposition 
of an extra' 8 per cent customs duty 
on all Imports except capital equip- 
ment and energy, were designed to 
boost exports and cut Imports, Mr 
Bokros said. The devaluation deci- 
sion follows weeks of speculation 
against the currency and complaints 
from business that ft was overvalued. 


TALK TO DO BANK ABOUT BUSINESS OPPORTUNITIES IN GERMANY. 


If you want to stay ahead in future, now is western Europe. And we'll pass on to you the 


the time to acquire a competitive power base. local know-how essential to open the right doors 


DG BANK can guide, provide expertise and to new markets. ■ When business people talk to 



demonstrate the many advantages of Germany as DG BANK about new opportunities, they discover 

a business location. ■ Entrepreneurs and man- that DG BANK operates on a principle that 


agers who think on their feet 


makes each customer a partner in 


will find Germany a location with 


outstanding prospects. An In- 


THE WIR PRINZIP 


a special way. We call it the WIR 


PRINZlR, to which DG BANK and 


vestment in united Germany 


its staff are wholeheartedly com- 


gives you a stake in the European Single Market mined. The WIR PRINZIP is rooted in the classic 


while creating opportunities in the fast-developing tradition of the cooperative system, which links 


economies of central and eastern Europe. So the business partners as equals. And it has a great 


traditionally close ties between Germany and its future ahead. Because it exemplifies the central 
eastern European trading partners assure you a idea of partnership: that mutual cooperation 


pole position. ■ With DG BANK as your partner, leads to mutual success. As a DG BANK customer 


you'll profit from our experience and active in- you'll participate in this business culture and 


volvement in the key markets of eastern and share in our demand-driven service quality. 


Head office: DG BANK, Am Plate der Repubiik, D-60325 Frankfurt am Main. Offices in: Amsterdam, Atlanta, 
Hong Kong, London, Luxembourg, Madrid, Milan, Moscow, New York, Paris, Rio de Janeiro, Tokyo, Zurich. 
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NEWS: INTERNATIONAL 


US lifts 
hopes for 
progress 
on Syria 

By Julian Ozame in Jerusalem 

US Secretary of State Warren 
Christopher yesterday said his 
five hours of talks with Syrian 
President Hafez al-A$sad in 
Damascus had been “very 
good”, raising the prospect of 
progress in the stalled Israeli- 
Syrian peace process. 

Mr Christopher will return to 
Damascus today to report to 
Mr Assad alter having visited 
Jordan and held further talks 
with Israeli prime minis ter Yit- 
zhak Rabin in Jerusalem. 

“During the last several days 
1 had intensive discussion with 
bath prime minis ter Rabin and 
president Assad. I can tell you 
that they are once again 
engaged in serious discussions 
and 1 am looking for ways to 
make progress." Mr Christo- 
pher said. 

Mr Christopher's shuttle 
diplomacy overshadowed the 
visit to Israel by British prime 
minister John Major, accompa- 
nied by some of the UK's most 
powerful businessmen. Mr 
Major yesterday firmly ruled 
out any independent diplo- 
matic initiative on the part of 
Britain to help push the peace 
process forward and said 
Europe should only assist the 
parties with financial aicL 

The announcement 
prompted speculation in Israel 
of progress, in spite of the pes- 
simism in Syria's state-run 
press which yesterday poured 
cold water on the idea of direct 
Syrian- Israeli peace talks. 

Israel has pinned hopes of a 
breakthrough on resuming 
talks between the Syrian and 
Israeli chiefe-of-staff in Wash- 
ington over possible security 
arrangements, a prerequisite 
for withdrawal from the occu- 
pied Golan heights. Israeli offi- 
cials said if the two sides could 
thrash out a concept of secu- 
rity including demilitarisation, 
early warning systems and the 
timetable of withdrawal, a 
peace agreement would 
quickly fall into place. 

Mr Shimon Peres. Israeli for- 
eign minis ter, said Israel had 
given Mr Christopher a list of 
new proposals to take to 
Damascus to seek a resump- 
tion of peace talks. 


Iraq drills for diplomatic support 


Robert Corzine on the logic behind Baghdad’s offers to foreign oil companies 


T he occasional whiff of 
oil in the air over Bagh- 
dad at the weekend 
reassured the 200 or so interna- 
tional oil executives who made 
the long overland journey to 
the Iraqi capital to hear the 
government's new petroleum 
policy. 

“It smells like money" said 
one. 

He and his colleague were 
not disappointed. Iraqi officials 
announced that once sanctions 
were Lifted they intended to 
reverse two decades of nation- 
alisation and open some of the 
world's biggest oil fields to for- 
eign investment 
A procession of ageing Gen- 
eral Motors suburban taxis car- 
rying the executives arrived 
from Amman last Friday after 
travelling for more than 12 
hours across Jordan and Iraq's 
western desert 
On arrival at the Al Rasheed 
Hotel they dutifully tramped 
over the floor mosaic depicting 
a snarling President George 
Bush, a former oil man whose 
dealings with the Iraqis the 
delegates were quick to dis- 
tance themselves from. 

Once inside the hotel one 
pastime among delegates was 
trying to spot an executive 
from a leading US or British oil 
company. No one did. 

But representatives from Elf 
Aquitaine. Total and Gaz de 
France were there, as were 
executives from other leading 


continental European compa- 
nies such as Aglp of Italy and 
Repsol of Spain. Officials from 
Deminex, Germany's biggest 
oil exploration and production 
company, also attended, as did 
Neste of Finland, Ranger Oil of 
Canada. Petrobras of Brazil 
and Ireland's Aran Energy. 


It was a belief Iraqi officials 
were quick to encourage. “The 
companies that come before 
[sanctions are lifted] will have 
a big advantage,” said Mr Safa 
Harii Jawad. Iraq's oil minister. 

Although the oil export 
embargo remains firmly in 
place, most delegates were 


lifting of sanctions? 

There was little doubt among 
the executives that the new 
policy was part of Iraq’s diplo- 
matic effort. While industry 
observers say it is clear that 
Iraq has targe tied oil compa- 
nies which it hopes will put 
pressure on their government 


The UN Security Council was set last night to 
leave sanctions against Iraq in place in spite of 
a week-long lobbying campaign by Mr Tariq 
Aziz. Iraq's deputy prime minister, for an 
easing of the embargo, writes Michael 
Littlejohns. 

The US undermined Iraq's case by 
demonstrating to council members that 
president Saddam Hussein had rebuilt factories 
capable of producing chemical weapons or 
missiles. Ridding Iraq of its weapons of mass 
destruction is the principal aim of the 
sanctions. 

Ms Madeleine Albright, the US delegate, also 
offered evidence that in spite of bis claim that 
innocent Iraqi civilians were suffering under 


the embargo, Mr Saddam still had managed to 
erect a new palace eight times the size of the 
White House as well as a sports centre for his 
family at a cost of millions of dollars. 

Mr Rolf Ekeus, chairman of the UN 
commission set up to ensure the elimination of 
Iraqi arsenals, is due to report in April on an 
international monitoring programme that then 
will have been in place for six months. 

Assuming he is able to provide evidence of 
ynbq tau tial Iraqi compliance, that could be the 
cue for Russia and France to mount new 
pressure for lifting the sanctions. France has 
established a mission in Baghdad and is eager 
to resume trading with Iraq. Russia is owed 
several billion dollars by the Iraqi government 


Asian companies included 
Mitsubishi Oil of Japan. Sam- 
sung rod Hyundai of South 
Korea and Taiwan's CPC. 

Mr Anthony Buckingham of 
Heritage Oil the only UK oil 
company to attend, said 
Britain was “in danger of being 
left behind" if Iraq imple- 
mented its new policy. 

That view was echoed by 
other delegates who said those 
companies that showed early 
interest in Iraq would be likely 
to receive preferential treat- 
ment 


unrepentant about opening 
negotiations with Baghdad. It 
was legal, said one senior 
French executive, “as long as 
we do not execute any con- 
tracts before the embargo is 
lifted". 

But does Iraq really intend to 
offer the international oil 
industry what some observers 
say is a "once in a generation 
opportunity?" or is it merely 
holding out the prospect of 
lucrative, multi-billion dollar 
deals as a way to pressure 
western countries to support a 


to oppose the hardline US 
stance on sanctions. Elf rod 
Total, for example, deny any 
connection between their plans 
to develop two “super-giant” 
fields in southern Iraq and the 
French government's apparent 
willingness to lift or relax 
sanctions as early as next 
month. 

At the same time there is a 
compelling economic logic for 
Iraq to open its oil sector. On 
Sunday petroleum ministry 
officials said that when the 
embargo was lifted, Iraq 


intended to move quickly to 
“regain lost markets - . It also 
wanted to more than double its 
present production capacity of 
2.6m barrels a day, a process 
which could cost S25m over 
five to eight years. 

Given the country's dire eco- 
nomic circumstances there is 
little alternative but to invite 
foreign oil companies in, said 
western executives. 

The details and advanced 
state of the talks under way 
with Total Elf and others also 
suggest that Baghdad is seri- 
ous. Although the all-impor- 
tant fiscal regime had yet to be 
set for investors. Mr Jawad 
said production levels and 
development schedule had 
already been agreed for some 
of the biggest deals. 

But ir was unlikely than the 
executives who boarded their 
taxis yesterday morning for 
the long trip back to Jordan 
took any signed contracts with 
them. As one departing oil 
man said: “It will be politics 
not economic logic" that dic- 
tates whether Iraq will become 
the focal point of the interna- 
tional oil industry in the Mid- 
dle East. 

Others were less w illing to 
muse on the wider implications 
of Iraq's latest move. They 
merely wanted to get one last 
snapshot of themselves stand- 
ing on the mosaic of George 
Bush's face. 


Insurers find sharp rise in cost of disasters 


By Ralph Atkins, 

Insurance Correspondent 

Big natural disasters are costing the 
world's insurance companies 14 times 
as much in real terms as in the 1860 s - 
as well as causing far higher economic 
damage, according to figures by 
Munich Re, the world's largest reinsur- 
ance company. 

The increased concentration of eco- 
nomic value - including property and 
business - in catastrophe-prone 
regions of the -world is largely to blame 
for the sharp increases, Munich Re 
said. The group also fears that climatic 
change is having an impact 

Its figures show 1994 as another bad 
year Tor exceptional catastrophes, with 
the North ridge earthquake in Los 
Angeles making it one of the worst on 
record in terms of total economic losses 


rod the second highest for insured 
losses. 

But the economic cost this year of 
large natural catastrophes is expected 
to be easily the worst on record follow- 
ing January’s Kobe earthquake and 
recent floods in Europe. The “great 
Hanshin” quake which killed 5^80 peo- 
ple is estimated to have cost more than 
SlOObn (£158. 14 bn) in economic losses 
rod $3bn in insured losses compared 
with S30bn and S10.4bn respectively for 
the Los Angeles quake. 

Munich Re, which provides insurance 
to conventional insurance companies 
against large losses, reckons that in 
the 10 years to 1994, the number of 
major natural disasters rose to a 
level four times higher than in 
the 1960s. After taking account 
of inflation, economic losses 
were six times as high and insured 


losses were 14 times higher. 

Last year’s 580 natural catastrophes 
were concentrated in Asia which 
recorded the largest nnmber of disas- 
ters and fatalities. About a third of the 
catastrophes Munich Re recorded were 
floods, which accounted for about half 
of deaths. 

But about half of the S65bn overall 
cost of the natural catastrophes was 
caused by earthquakes. Insured losses 
of S15bn were concentrated in the 
Americas, reflecting the far higher pro- 
pensity to buy insurance in the US 
than in Asia. 

The sharp increase in natural catas- 
trophes has promoted Mr Wolf Otto 
Bauer, a member of Munich Re’s man- 
agement board, to warn that the pri- 
vate insurance industry cannot be 
expected to provide cover for loss rod 
damage caused by natural forces if 


they regularly affect the same region. 
He called for a greater “risk partner- 
ship" between policyholders, insurers 
rod reinsurers as well as governments. 

Mr Gerhard Berz, head of Munich 
Re’s geosrientific research group, said 
the speed of global wanning was a 
problem that had to be addressed at 
the Berlin cHmate summit at the end of 
this month. He said the growing num- 
ber and intensity of windstorms, 
thunderstorms and floods were attrib- 
utable to the rapid increase in air and 
sea temperatures. 

However, the increased cost of natu- 
ral catastrophes is not leading to 
higher premium rates this year. Mar- 
ket observers say rates for domestic 
rod insurance property insurance have 
fallen in recent months - largely 
because of increases in the underwrit- 
ing capacity of the world's insurers. 


INTERNATIONAL NEWS_DjGgST 

Strong debut for 
unified rand 

The South African rand performed strongly on its first day of 
trading as a unitar.' currency yesterday, closing in Johannes- 
burg at just under R3.62 to the dollar, well up on the fi nancial 
rand's closing price on Friday of R3.72. We were pretty 
nervous beforehand, but the market seems to have handled 
the whole thing pretty well" observed one trader. 

Analysts had feared large-scale speculative outflows fay for- 
eign investors yesterday following the government’s decision 
to scrap the fteanctai rand after close of trading last Friday. 
The finrand was a special investment currency available only 
to foreigners rod designed to protect South Africa’s foreign 
reserves against politically inspired capital withdrawals. 

Its demise has long been seen as a prerequisite for longer 
term foreign investment in South Africa, but worries about 
international investor confidence, particularly given current 
turmoil in global currency markets, had discouraged financi a l 
authorities from getting rid of the currency. Strict restrictions 
on residents tak in g money out of the country remain in place. 
Mark Suzman. Johannesburg 

Nigerian ex-president held 

Mr Oluseguan Obasanjo (pic- 
tured left), a former military 
head of state, has become tile 
second retired general and 

loading iriv iTian po litician to 

be arrested in four days as 
Nigeria's army rulers extend 
their security round-up from 
serving military personnel to 
their former commanding 
officers. The hard line by Gen 
Sani Abacha's regime since 
confi rming last week that 
they had foiled a coup plot 
increases the power of the 
military intelligence service 
and is likely to extend the 
ban on civilian politics in 
Nigeria. Mr Obasaqjo. an outspoken critic of the military 1 
regime, was president from 1976 to 1979 when he became the 
only army ruler in Nigeria to hand over to elected civilian 
government. He was picked up after his return from the 
UN-hosted conference in Copenhagen by security officers for 
“political reasons", according to his staff. Last week Mr Shehn 
Yar'Adua. Mr Obasanjo's former number two, was arrested. 
Paul Adams, Lagos 

OECD discusses corruption 

The Organisation of Economic Co-operation and Development 
yesterday began a two day conference in Paris to discuss the 
problem of world public sector corruption. It was attended by 
non-member states in the third world and eastern Europe as 
well as the industrialised member states. 

The symposium follows a meeting last May at which mem- 
ber countries approved a series of recommendations designed 
to tackle bribery in international business transactions. The 
focus is on co-operation across borders and a partnership 
between the developed and developing world to beat corrup- 
tion. Mr Oscat Arias Sanchez, the former president of Costa 
Rica, said yesterday that “the cancer of corruption" flourished 
“in the obscurity of totalitarianism, authoritarianism and dic- 
tatorships. [It] is best exposed, and best attacked, in a democ- 
racy”. But he also criticised the “double standards” of Western 
societies. Andrew Jack, Paris 
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Degussa 

Lower 

higher 

The successful imple- 
mentation of cost 
reduction programs, 
together with an eco- 
nomic recovery, result- 
ed in a significant 
increase in earnings 
for the fiscal year 
1993/94. 

Considerable Improve- 
ment in Earnings 

Group earnings before 
income taxes increased 
by 63% to DM 280 
million and Group net 
income after taxes 
rose by 44% to 
DM 174 million. All 
Sectors contributed to 
this improvement. 
Degussa AG’s pre-tax 
Income increased to 


1993/94: 

Costs, 

Profits! 

DM 99 million, from 
DM 32 million in the 
previous year. Due to 
tax-free foreign income 
and the tax-loss carry 
forwards which resul- 
ted from the sale of 
Leybold in the prior 
year. Degussa AG does 
not have to pay any 
domestic income taxes 
this year. 

Dividend Increased by 
DM 3 to DM 10 

The dividend will be 
increased from DM 7 
to DM 10. Since the 
dividend will be paid 
from EKqj (foreign 
income), there will be 
no tax credit associat- 
ed with the dividend. 



Costs Significantly 
Reduced 

We systematically fol- 
lowed through with 
the measures we had 
implemented to in- 
crease profits. By 
emphasizing our core 
business areas we have 
further strengthened 
our market positions. 
We continue to care- 
fully monitor personnel 
and other costs. The 
cost reduction meas- 
ures which we imple- 
mented in the past will, 
for the most part, be 
completed in 1994/95. 
The total savings 
resulting from these 
measures will be about 
DM 500 million per 
annum. 

Degussa Taking 
Advantage of Market 
Opportunities 

Investment in proper- 
ty. plant and equip- 
ment amounted to 
DM 462 million and 
was lower than the 
DM 498 million invest- 
ed in the previous year 


which still included 
investments at Leybold. 
As a result of new 
investment opportuni- 
ties, both capital and 
financial investments 
will increase in the 
coming years. 


for changes in the 
group of companies 
included in the consoli- 
dation. the reduction 
is 3%. 


activities dpuring the 
year. 

Good Start in 
1994/95 

Following a good start 
in the 1994/95 fiscal 
year, we expect the 


Degussa Group 

Consolidated Balance Sheet on September 30. 1994 

(Not a disclosure under Articles 326 and 328 of the Commercial Code) 


Assets 

DM millions 

Equity & liabilities 

DM millions 

Property, plant ft 


Issued capital 

429 

equipment 

2,534 

Revenue reserves & 


Investments 

844 

profit available tor 


Non-current assets 

3.378 

distribution 

1.455 

Inventories 

1,304 

Shareholders' equity 

1.884 

liquid assets & 


Provisions 

1.920 

receivables 

2.609 

Long-term 


Current assets 

3.913 

liabilities 

1378 



Short-term 




liabilities 

2.109 

Ttftal assets 

7,291 

Total equity & liabilities 

7.291 


Equity Ratio Improved 

The Group’s equity 
ratio increased from 
23.7% to 25.8%. 
Cash flow improved by 
29% to DM 885 million. 

Number of Employees 
Reduced Again 

On September 30, 1994 
the Group employed 


Securing the Future 
Through R & D 

Investment in research 
and development 
secures our future. We 
therefore increased 
Group R & D spending 
from DM 401 million 
to DM 407 million. 
Almost 50% of this 
is attributable to the 


From the Income Statement 

Group 

Consolidated DM millions 

1 Sales 

13.816 

Cost of materials 

\:9.087 

Payroll costs 

2.428 

Depreciation 

490 

Income from 
Investments 

43 

Income taxes 

106 

Net income 
for the year 

174 


A copy of our Annual Report 
may be ordered from the 
Public Relations Department 
Degussa AG. 

60287 Frankfurt, Germany 


favorable earnings 
situation to continue. 
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27,202 people. This 
was a 15% decrease 
compared to a year 
ago. After adjusting 


Chemicals Sector. 
Worldwide. 2,359 
employees were 
involved in R & D 
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Welsh Development Agency. 

Move to Wales and well do everything to help 

your company grow. 

To find out how we can help your business 
grow in Wales, post or fax your business card to us 
on +44 1222 345615 at the International Division, 
Welsh Development Agency, Pearl House, Greyfriars 

Road, Cardiff, CF1 3XX.UK. 

Alternatively you can telephone our Customer 

Sendees Team on +44 1222 S28820. 


The same thing seems to happen to companies 
who move to Wales. 

They grow. . . « 

Multinationals like Sony Pilkington, British 
Airways, Bosch, Toyota and a host of smaller 
companies are all now bigger companies. 

It happens for a combination of reasons. 

The development opportunities in Wales, the 
first class communications, the skilled, adaptab e 
f and rhe advice and assistance ot the 
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NEWS: THE AMERICAS 


Sombre Zedillo takes 
stock of first 100 days 


By Leslie Crawford in Mexico City 

President Ernesto Zedillo marked his 
first 100 days in office with a sombre 
speech, promising Mexicans nothing 
but blood, sweat and tears while the 
country digs itself out of the worst 
financial crisis of the past 12 years. 

The media-shv president, who was 
forced to devalue the peso less than 
three weeks after he took office, said on 
Sunday that austerity measures 
announced last week would he Tough, 
painful, but transitory". He forecast the 
economy would begin to recover 
towards the end of the year. 

In return for the sacrifices being 
demanded, he promised to stamp out 
corruption and waste in the public sec- 
tor and to ensure the rule of law was 
established in Mexico. “I will not rest 
until those responsible for the assassi- 
nations of leading figures are brought 
to justice,” he said. “No one, absolutely 
no one, should be above the law.” 


Mr Zedillo was referring to the mur- 
ders last year of Mr Luis DonaJdo Colo- 
sio. the ruling Institutional Revolution- 
ary party's presidential candidate, and 
Mr Jose Francisco Ruiz Massieu, the 
party’s secretary-general. 

The president's popularity, which 
plummeted with the peso, has recov- 
ered considerably because of his deter- 
mination to unravel both crimes and 
his decision to arrest Mr Raul Salinas, 
elder brother of former president Carlos 
Salinas, on charges of masterminding 
Mr Ruiz Massieu's assassination. 

As the president spoke, Mr Carlos 
Salinas and his family were boarding a 
private jet to an unknown destination 
in the US. Newspapers speculated he 
was being sent into "exile” for having 
broken the rule of silence that governs 
Mexican presidential successions to 
defend his administration's economic 
policies and his own innocence in con- 
nection with the assassinations. 

Mr Guillermo Ortiz, finance minister. 


is also travelling to the US this week to 
explain his economic shock programme 
to sceptical foreign investors. In 
Mexico, however, his trip has reinforced 
the widely held perception that the 
country’s economic policies are being 
dictated from abroad. 

Following a brief rally on Friday, 
both the peso and the Mexican stock 
exchange weakened yesterday as inves- 
tors began to digest the hill impact of 
Mr Ortiz’s austerity measures: a 10 per 
cent cut In public spending, tax and 
tariff increases, a recession, and an 
inflation target of 42 per cent for the 
year. Mr Santiago Onate, labour minis- 
ter, forecast 500,000 jobs would be lost 
in the next three months, while Mr Mig- 
uel Mancera. governor of the central 
bank, warned Interest rates would 
remain high for the rest of the year. 

The peso was trading at 6.446 to the 
dollar at midday, 2.2 per cent lower 
than Friday’s close, while the stock 
exchange was down 1.36 per cent. 


Ernesto Zedillo: demanded sacrifices 


OBITUARY: EDWARD BERNAYS 


Disillusioned father of public relations 


Edward Bernays. who died last week 
aged 103 at his home in Cambridge, 
Massachusetts, was widely credited 
with inventing public relations. He 
could not have imagined at the time 
that he had given birth to a profession 
that would attract such obloquy. 

Today public relations is a multi-mill- 
ion dollar industry laying claim to 
respectability and stature, yet it still 
attracts suspicion from those who see 
its basic function as the manipulation 
of opinion. At its worst, it can attract 
ridicule, as in the British television 
series Absolutely Fabulous, now being 
screened in the US. 

In his later years Bernays tried to 


distance himself from what the profes- 
sion had become. "Public relations 
today is horrible. Any dope, any nitwit, 
any idiot can call him or herself a pub- 
lic relations practitioner.” be said in an 
interview four years ago. 

Bernays, a nephew of Sigmund Freud, 
was bom in Vienna in 1691. His parents 
came to the US a year later and settled 
in New York City, where Bernays 
became a journalist, press agent and 
publicity manager. 

During the first world war he worked 
for the US government’s Committee on 
Public Information. He started then to 
form his theories about "the engineer- 
ing of consent”. 


After the war he set up a practice 
offering public relations advice to gov- 
ernment, industry and individuals. In 
1923 he published his seminal work - 
Crystallising Public Relations - defin- 
ing the principles and practices of the 
new profession. 

During his long career Bernays was 
an adviser to the famous, including 
Caruso, Nijinsky and Samuel Goldwyn. 
and his corporate clients included Proc- 
ter & Gamble. General Electric and 
General Motors. 

Bernays described public relations as 
an applied social science in which cli- 
ents were advised bow to inform, edu- 
cate and persuade the public to accept 


their products, services or ideas. He 
operated on the steadfast rule that pub- 
lic relations should be in the public 
interest 

It did not always turn out that way. 
In the 1920s, for example. Bernays was 
instrumental in breaking down the 
taboo against smoking by women in 
public when be arranged for women 
participants in New York's Easter 
parade to smoke Lucky Strike ciga- 
rettes made by his client, American 
Tobacco. 

Later, when the hazards of smoking 
became more widely understood. Ber- 
nays became a public opponent of the 
habit. 


When you're in the m 
for 


Before you make a decision regarding your business aircraft, you owe it to your company, your shareholders and yourself 
to seriously consider the brand that world business leaders are choosing by a margin of more than two to one. 

For more information, contact Barrie Sampson, Cessna Aircraft Company,* UK. office: Suite 2.4, Doncastle House, 
Doncastle Road, Bracknell, Berkshire RG12 8PR Tel: 0344 304 630. Fax: 03 44 304 830. 
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By Jurek Martin, US Editor, 
in Washington 

Only 29 per cent of 
Californians want Governor 
Pete Wilson to forsake the 
state and ran for the Republi- 
can presidential nomination, 
according to a poll released 
yesterday by the Los Angeles 
Times. 

The survey also found that 
President Bill Clinton would 
be ahead of Mr Wilson by 51 
per cent to 42 per cent among 
state voters. The governor was 
only the third choice among 
Republican candidates, with 
his 6 per cent well behind Sen- 
ator Robert Dole (27 per cent) 
and Senator Phil Gramm (9 
per cent). 

SI r Wilson is still undecided 
about seeking the nomination 
bat bas taken several steps 
normally associated with a 
candidacy. 

These include the opening of 
a campaign bank account and 
extensive consultation with 
Republican political experts, 
among them Mr Stuart Spen- 
cer. who worked closely with 
former President Ronald Rea- 
gan. 

Equally significant is his 
sponsorship of two initiatives 
he would like to see on tbe 
California ballot next year. 
The first, supported by two 
thirds of those polled, would 
reverse years of affirmative 
action by prohibiting the use 
of race or gender factors in 
employment and academia. 

The second, on which opin- 
ion is equally divided in tbe 
poll, proposes to change tbe 
clause hi the state constitution 
whereby the lieutenant gover- 
nor automatically fills the 
unexpired portion of a gover- 
nor’s term. 

Tbe current lieutenant gov- 
ernor is Mr Gray Davis, a 
Democrat. 

The affirmative action initia- 
tive, like last year’s proposi- 
tion denying social and educa- 
tional services to illegal 
immigrants, is popular among 
conservatives who have long 
held Mr Wilson in some suspi- 
cion. Be is a believer in abor- 
tion rights and. in 1992, 
fought the state's budget prob- 
lems with a tax increase, much 
to the right's chagrin. 

But, with California's econ- 
omy now recovering, he has 
proposed a 15 per cent tax cut 
and is trying to roll back fed- 
eral regulation. His refusal to 
implement the "motor voter" 
electoral registry law is now 
in the courts, along with the 
anti-immigrant initiative. 

However, these moves to the 
right appear to have alienated 
Republican moderates and 
solidified opposition to him 
among Democrats. His indif- 
ferent showing against Mr 
Clinton also reflects the fact 
that tbe president is more pop- 
ular in California than in most 
parts of the country. Still, Mr 
Dole held a slim lead over Mr 
Clinton (48-15 per cent) In the 
state. 

The poll was by no means all 
bad news for Mr Wilson; his 
approval rating was back up 
to 47 per cent, its highest in 
nearly four years. 


siege awaits 
white knight 

George Graham on challenges 
for the next World Bank chief 


T be World Bank has 
taken on the air of an 
institution under siege 
in recent years, assailed from 
aD sides for its record and poli- 
cies. 

While environmentalists 
attacked it for lending to big 
and sometimes damaging infra- 
structure projects, such as the 
Narmada in India, third 
world lobbying groups com- 
plained that its structural 
adjustment policies were creat- 
ing hardship in the African 
nations that took its advice. 

Industrialised countries, 
meanwhile, criticised the 
Bank’s generous pay scales 
and perks, and argued it was 
not doing enough to promote 
private sector development. 

With the nomination at the 
weekend of Mr James Wolfen- 
sohn to be the institution’s 
next president. World Bank 
staff are wondering - without 
excessively high hopes - 
whether this investment 
banker who fenced in the 
Olympics and played the cello 
with the New York Philhar- 
monic can lift the siege. 

Managing the World Bank 
bas proved to be a difficult 
challenge for most recent presi- 
dents. Not since Mr Robert 
McNamara (1964-1981) - who 
was the last president to serve 
more than a single five-year 
term and who wanted Mr Wol- 
fensohn to follow hixn - has a 
president truly succeeded in 
imposing his vision on the 
institution. 

The Bank has a strong inter- 
nal culture, built partly on its 
unusual relationship with its 
clients. As pointed out by Mr 
Moses Naim, a former finance 
minister of Venezuela and 
Bank executive director, staff 
know that their promotion 
prospects usually depend more 
on their internal reputation 
than on the opinions of anyone 
outside the organisation, 
including borrower govern- 
ments. 

Although every new presi- 
dent reshuffles the boxes in the 
Bank’s organisational chart, 
Mr Naim says, informal pyra- 
midal clans owing allegiance to 
individual senior managers 
tend to reform soon after the 
reorganisation, so behaviour 
inside those boxes changes lit- 
tle. 

Several Bank executive 
directors say Mr Lewis Pres- 
ton. the current president, has 
begun to make progress in 
changing the corporate cul- 
ture. But he is stepping down 
after only three and a half 
years because of illness. 

In the absence of clear lead- 
ership from recent Bank presi- 
dents, the clan chiefs have 
taken over the job of defining 
the institution's mission. 

"A distinction between cor- 
porate direction and opera- 
tional management is pres- 
ently - and has been for some 
time - missing . Instead, opera- 
tional management filled the 
void and thereby defined stra- 
tegic direction.” says Mr Willi 


Wapenhans. who was one of 
those clan heads but whose 
1992 report on the Bank's port- 
folio management provoked a 
broad rethink of how the 
organisation works. 

Mr Wolfensohn has read and 
is intrigued by Mr Wapen- 
hans's report, which ascribed a 
steady deterioration in the 
quality of the loan projects in 
the World Bank’s portfolio to 
an internal culture that tended 
to promote officers who made 
the most loans, rather than 
those whose loans performed 
best. 

One of the critical evolution- 
ary challenges facing the 
World Bank is its relationship 
to the private sector. 

The Bank 's articles require it 
to lend only to government 
institutions. That restriction 
posed few problems when its 
tasks were rebuilding Europe 
after tbe second world war or 
laying the first infrastructure 
foundations for the developing 
world. 

Today, however, the Bank 
preaches the gospel of reliance 
on the private sector to its bor- 
rowers, but at the same time 
can only lend to tbeir public 
sector. 

T he expansion of the 
International Finance 
Corporation, a World 
Bank affiliate which does lend 
to private businesses, bas not 
resolved this contradiction. 
Tbe serious money is still in 
the parent World Bank, which 
lent $i4J2bn (£8.6bn) last year 
against the IFC's $2.5bn. 

The answer to the conun- 
drum may lie in the use of the 
World Bank’s power to guaran- 
tee projects, a power of which 
it is making cautious but grow- 
ing use. Former senior officials 
of the organisation say it also 
lies in making sure the private 
sector mentality becomes more 
deeply ingrained in the corpo- 
rate culture. 

But the World Bank also 
faces a challenge in the heart 
of its development business; at 
the International Development 
Association, which makes 
cheap loans to the very poorest 
countries, mostly in sub-Saha- 
ran Africa. 

The World Bank itself is now 
self-financing, funding new 
loans on the income it earns on 
its existing portfolio. Because 
of its heavy interest rate sub- 
sidy, however, IDA must pass 
the hat to donors every few 
years. 

The Clinton administration 
is having a hard enough job 
persuading Congress to pro- 
duce the final Sl.49bn of its 
contribution to the most recent 
replenishment of IDA. to which 
the US pledged 20.9 per cent of 
the total. Negotiations have 
already begun on the next 
round, and US Treasury offi- 
cials have had to tell their 
counterparts that it must 
shrink if they are to have any 
chance of winning tbe funds 
from Congress. 
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Introducing the new line of IBM PC Servers. 
They’re the difference between running a network 
and having a network run you. 



When we asked people who manage networks what they wanted in PC Servers, 
just about everybody said the same thing; “Something to make life easier." 

So here they are - the new line of IBM PC Servers. Everything about ihem- 
frotn hardware to software to service and support - makes running your network 
less troublesome. 

Along with the IBM PC Server 30ft for small I AN* and the 500 for enterprise 
networks, we introduce the IBM PC Server 320, the cost-effective SMP Server 
with the capability to be upgraded to RAID and hoiplug technology. We also 
introduce the PC Server 720, a superserver which offers a new dimension of 
system scalability, up to 40.5GB of disk storage and 2-6 Pentium processor*. 


Together they demonstrate our renewed commitment to providing a full 
range of server solutions, as well as a single-minded determination to make 
managing your network easier. 

How? Well, first there's ServerGuide, our installation software on CD-ROM 
that streamlines setup ami automatically fine-tunes the system for uptimum 
performance. And then NetFinity, industry-leading software that manages both 
vour PC Server and vour PCs. \nd finally, Helpwarc, our 24-hours a day,7 clays 
a week helpline. 

Thai’s making life easier. All in all. the new IBM PC Servrre are everything 
ymi thought to ask for. (Plus a few things you may not have thought possible.) 
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NEWS: ASIA-PACIFIC 


Tokyo tries to defuse criticism of credit unions’ rescue 


Japan’s finance ministry 
punishes six bureaucrats 


By William Dawkins in Tokyo 

The Japanese government yesterday 
punished sit senior bureaucrats in an 
attempt to defuse criticism of the offi- 
cial rescue of two credit unions, 
which will be vital to the feasibility of 
any future bail-outs. 

Mr Masayoshi Takemura, finance 
minister, reprimanded the men - who 
include Mr Jiro Saito, his minis try's 
most senior official - and demoted 
one of them. To add sincerity to the 
gesture. Mr Takemura said he would 
voluntarily return to the public purse 
20 per cent, or Y326.000 (£2*260), of his 
own Y 1.63m salary this month. 

Politicians in government and oppo- 
sition dismissed the penalties as too 
lenient. 

This is the first such public penance 
by Japan's most powerful ministry in 
nearly two decades. It comes as a 
result of revelations by Mr Harunori 
Takahashi, former president of Tokyo 
Kyotva Credit Union, which is sus- 


pected of flouting lending regulations. 
Mr Takahashi. a maverick property 
developer, has close bureaucratic and 
political connections. 

Mr Takahashi told a parliamentary 

committee investigating the proposed 
rescue that one finance ministry offi- 
cial, Mr Hiroaki Taya, had accepted a 
free lift to Hong Kong on his private 
jet. and that he had entertained 
another at a luxurious Japanese res- 
taurant 

The suspicion, denied on all sides, 
is that Mr Takahashi was cementing 
official ties, in expectation of public 
support for the credit unions. The two 
unions' estimated Y120bn of bad debts 
include substantial loans to EIE Inter- 
national. a property company headed 
by Mr Takahashi. 

Mr Taya, head of the Tokyo Cus- 
toms House, a job from which it 
appears it would have been hard to 
influence banking policy, has been 
moved to the finance minister's secre- 
tariat a holding pool for officials. 


The finance ministry is hoping that 
yesterday's public relations exercise 
will restore the political chances of a 
rescue, seen as necessary to avoid the 
risk of panic by other weak banks’ 
depositors. 

The credit unions' bad debts are 
small by comparison with problems in 
the rest of the banking system. Yet 
this bail-out is seen in the ministry as 
a test case Tor possible public support 
for seven housing loan corporations, 
with combined bad debts of more 
than Y6.000bn. 

Officials argue that the stakes are 
so high that they will devise some 
form of a public rescue package for 
the credit unions, whatever the politi- 
cal embarrassment. 

It is 16 years since the finance min- 
istry last felt moved to atone in pub- 
lic. That was when nine senior offi- 
cials were formally warned for 
accepting too lavish entertainment 
from state-owned Japan Railway Con- 
struction Public Corporation. 


MoF bureaucrats seen as 
too big for their boots 


Michivo Nakamoto on the power of Japan’s finance mandarins 



Japan Agenda 


Ail is not well these 
days in the halls of 
Japan s Ministry of 
Finance, guardian of 
the wealth of the 
world's second largest 
economy: the minis- 
try's mandarins, usu- 
ally regarded as the elite of Japan's 
elite, have been tainted by scandal 
amcme their members: the top-rank- 
ing finance bureaucrat has been 
widely criticised as a shadow shogun 
exercising influence beyond his bnef; 
and the ministry, the bastion of Japa- 
nese bureaucratic power, has been 
bombarded by calls for reform. 

The scandal, related to the official 
rescue of two failed credit unions, has 
raised suspicions of corruption among 
the country’s normally high-minded 
bureaucrats and triggered an outcry 
about the close relationship between 
finance ministry officials and mem- 
bers of the industries they are sup- 
posed to oversee. 

It comes at a time when public criti- 
cism of the MoF has been growing 
louder. Hardly a day goes by without 
media reports of what is seen as its 
bureaucratic shenanigans aimed at 
securing more power for its members. 
“Things have never been so bad." con- 
cedes one MoF official 

Even beyond the country's shores 
the finance minis try has been the tar- 
get of harsh criticism. The MoF’s 
staunch resistance to financial 
deregulation and Us insistence on tax 
rises to meet the needs of an ageing 
society are seen in the US as detri- 
mental to Washington's hopes of 
opening Japanese markets further. 

Foreign Affairs, the influential US 
magazine, carried an article in its lat- 
est edition which credits the finance 


minis try as "the source of the extraor- 
dinary will to win that westerners 
have long sensed lies behind Japan's 
relentless quest for economic expan- 
sion". 

At home, public ire and suspicion 
have been fuelled by what is seen to 
be the finance ministry's dominance 
over crucial aspects of national policy 
which should rightly be determined 
by elected politicians. 

"Everybody shakes with Tear before 
the finance ministry." said Mr Yukio 
Noguchi, economics professor at 
Hitotsubashi University. “Nobody, 
including bureaucrats in the other 
ministries, politicians and journalists, 
dares criticise the MoF." 

Throughout its modem history- tbe 
MoF has always exerted power over 
fellow bureaucrats by dint of its bud- 
get-formulating authority. "In tbe 
end. the finance ministry only has to 
say that they don’t have the funds. 
Faced with that statement, there is 
very little other ministries can do to 
stand up to the MoF." said one official 
at the Ministry of International Trade 
and Industry (Miti). 

But recent upheavals in Japan’s 
post-war political order have allowed 
the MoF to extend its influence in 
effect unchecked hy politicians who 
are entrusted to reflect the public 
will. 

The counterbalance 3gainst the 
MoF's influence which had always 
been posed by special interest politi- 
cians within the Liberal Democratic 
party collapsed when the LDP’s 38- 
year run as the country's ruling party 
ended in 1993. Although back in 
power a year later as the leading force 
in a three-party coalition, “the LDP 
no longer has the same kind of influ- 
ence over the MoF as it used to in the 


past", said a bureaucrat from another 
ministry. 

Likewise Miti. which exercised its 
authority as the formulator of Japa- 
nese industrial policy, has seen its 
powers reduced by the declining role 
it has assumed in the country's 
domestic life. 

Tbe finance ministry's top bureau- 
crats. most of whom are graduates of 
Tokyo University's law department, 
are seen as particularly adept at get- 
ting whatever policy they set their 
goals on adopted by tbe country's 
political leaders. 

While it is no secret in Japan that 
policy derisions announced by minis- 
ters are more often than not deter- 
mined beforehand by the country's 
bureaucrats, the tenacity with which 
the MoF pursues its mission and its 
apparent ability eventually to get its 
way has prompted the common 
remark that it is really the MoF 
which runs Japan. 

“Politicians all fall under the minis- 
try's spell because what the MoF says 
is right. The more they listen to the 
arguments of the MoF. the more they 
come to see that what they are saying 
is right." contended one finance min- 
istry officiaL 

This behind-the-scenes manipula- 
tion of politicians by bureaucrats was 
condoned so long as it was seen to 
serve the national interest 

But as the political, social and 
administrative systems which have 
supported Japan's rise to economic 
power have come under question 
amid the country’s transition to a 
post-industrial economy, the bureau- 
crats’ hold on power is no longer 
unquestioned as being in the national 
interest 

The conservative finance ministry 



in particular has become a symbol of 
unhealthy bureaucratic meddling in 
the country's affairs and of stubborn 
resistance to change. 

Far from facing up to the need for 
reducing bureaucratic red tape, the 
MoF is doing everything it can to hold 
on to power for power's sake, critics 
charge. 

The recent failure to adopt a pro- 
posal, as part of the government’s 
administrative reform programme, to 
merge the Export-Import Bank and 
the Japan Development Bank, both 
public institutions under the MoFs 
jurisdiction, has been blamed on MoF 
resistance and has provided the pub- 
lic with evidence of the ministry's 
determination not to relinquish any of 
its powers. 

Many of the ministry’s actions - a 
scheme to support stock prices, its 
Insistence on setting exorbitant 
launch prices for privatisation issues 
to maximise revenue - are criticised 
for doing more damage than good to 
the smooth functioning of Japan’s 
financial markets. 

Even more worrying is that the 
MoF has seemed increasingly intent 
on forcing its will regardless of public 
opinion. 

Last spring the sudden announce- 
ment late one night by Mr Morihiro 
Hosokawa. the then prime minister, 
of a 7 per cent welfare tax to replace 
the 3 per cent consumption tax 
enraged the public which sensed the 
MoF’s hand behind his move. 

Inside the MoF's sombre building. 


bureaucrats characteristically claim 
innocence and point an accusing fin- 
ger at the politicians and their lack of 
leadership. 

“When the politicians are incapable 
of making the necessary decisions, as 
now. they adopt our recommenda- 
tions and we are seen to be powerful." 
said one official in the ministry's pres- 
tigious budget bureau. 

Finance bureaucrats justify their 
paternalistic ways and their resis- 
tance to change as best suited to Jap- 
anese society, which they say prefers 
slow and orderly transition to dra- 
matic upheavals. Secure in their 
views on managing the country's 
finances, they brush aside criticism as 
a temporary trend that will blow 
away in due course. 

What the men at the MoF fail to 
grasp is that the public, which has so 
far meekly accepted the course laid 
down by the ministry, is increasingly 
disillusioned. The recent public out- 
ciy over the MoF's plans to rescue the 
two failing credit unions, its attempts 
to thwart administrative reform, and 
the privatisation fiasco of Japan 
Tobacco, which investors shunned as 
a result of the high launch price set 
by the MoF. all reflect a loss of faith 
by the public in the ministry's doings. 

While politicians may still fall 
under the ministry's spell the public 
is less inclined to do so. As it comes 
under direct public scrutiny, the MoF 
is looking increasingly like a pied 
piper with a dwindling troupe of vil- 
lagers following his tunes. 


ASIA-PACtFICNEWSP)GEST 

Afghan faction 
leader killed 


Mr Abdul Ali Mazari. the leader of Afghanistan's Shia 
imposition Hezb-i-Wahdai faction, was killed yesterday while 
ilSS belS captive by the Taliban student mdma. < 
officials said he died in a helicopter crash while being taken to 
an unknown destination from the Taliban 
south of Kabul. But a Taliban spokesman said he was in 
a fight with his captors after the helicopter made an emer- 
gency landing in the militia-controlled eastern province of 

^Mj^Mazari was said to have been captured by the Taliban at 
his Karte Seh enclave in south-western Kabul Afghan govern- 
ment forces were meanwhile preparing to assault the Chara- 
svah base while keeping up a looting spree in an area seized 
earlier from the Taliban and the Hezb-i-Wahdat mihtia. Fight- 
ers loval to President Burhanuddin Rabbam led by mujahi- 
deen cuerrilla commander Ahmad Shah Masoou. handed the 


Japanese bankruptcies increase 

Japanese bankruptcies grew in February, according to statis- 
tics released yesterday. Teikoku Databank, a credit research 
agency, said the number of corporate bankruptcies with liabili- 
ties of more than Yiom (£69.000) rose 10.7 per cent in February 
from a year earlier. Total liabilities rose 9.6 per cent to 
Y55S.29btL breaking a four-month pattern of year-on-year 
declines. General recession was blamed for most of the 1J4Q 
bankruptcies, but seven were attributed to the high yen, and 
22 companies went bankrupt as a direct result of the January 
17 Kobe earthquake. 

An Industrial Bank of Japan survey yesterday on corporate 
capital spending plans also gave a slightly gloomy initial 
impression: on average. Japanese companies expect capital 
investment to decline 2.3 per cent in the 1995 fiscal year. But 
the bank said it expected the figures to be revised upwards, so 
they could end up positive for the first time in four years. Tbe 
survey was carried out in late January. Similar surveys before 
tbe Kobe earthquake gave more optimistic results, suggesting 
that confidence was affected in the immediate aftermath of the 
quake. Beihcm Hutton. Tokyo 


Australia suffers inflation rise 

Inflation fears were kindled in Australia yesterday with the 
release of statistics showing a 0.7 per cent rise in manufactur- 
ing output prices in January. This is the largest monthly 
increase since November 1990, and follows a static month in 
December 1994. It means that manufa cturing output prices 
have now risen by 2.7 per cent year-on-year, the biggest 
increase since February 1993. 

However, some economists noted that the largest price 
increases were concentrated in export-related areas, such as 
basic metal products and petroleum products, and attributed 
the January rise to worldwide increases in commodity prices 
rather than domestic demand pressures. “We also already 
know that base metal prices have been somewhat softer lately 
- they are therefore unlikely to push the index up nearly as 
much in coming months." added Bankers Trust Nikki Tail. 
Sydney 


Bond faces committal hearing 

Mr Alan Bond, the failed Australian businessman, will face a 
committal hearing over an alleged ASlbn (£470mJ fraud, 
involving the transfer of funds from Mr Robert Holmes h 
Court's Bell Resources to bis Bond Corporation. The charges 
were filed by the Australian Securities Commission in Janu- 
ary, after a five-year investigation, against Mr Bond and two 
other former directors of Bond Corporation. A Perth magis- 
trate scheduled the proceedings - estimated to last 12 weeks - 
for November l to January 17. He also renewed Mr Bond’s bail 
of AS500.000 with AS250.000 surety. Nikki Tail, Sydney 


Indonesian budget up 3.7% 

Indonesia's budget for the fiscal year which ends this month 
will emerge 3.7 per cent up on the projected Rp69.750bn 
(£19.Sbn). the official Antara news agency quoted Mr Mar’ie 
Muhammad, finance minister, as saying. Revenues and expen- 
ditures were around Rp72,350bn in the budget, which is bal- 
anced by law. Projected growth over 199394 had been 11.9 per 
cent Mr Mar’ie told a budget hearing in parliament that an 
increase in international oil prices and a rise in Indonesia's oil 
production along with better than expected tax receipts 
accounted for the greater revenues. Non-oil revenues were 
Rp47,970bn. up 2.3 per cent on projections, mainly from 
increased tax revenues. Reuter. Jakarta 
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Magnet for business in Burma 

William Barnes and Jeremy Grant make a comparison with Vietnam 


G eneral Tan Shwe. Bur- 
ma's prime minister, 
who ended a five-day 
official visit to Vietnam yester- 
day, had an opportunity to 
inspect the business boom in a 
communist country often 
praised for the canny pragma- 
tism of its economic policies. 

Yet. although Vietnam is as 
much ahead of Burma in terms 
of international image as in its 
economic liberalisation, the 
general might still have won- 
dered how much Hanoi had to 
teach the Rangoon regime 
about attracting foreign invest- 
ment. 

For it appears that Burma is 
starting to attract significant 
foreign business interest at a 
time when disappointment on 
the part of some investors in 
Vietnam is running high. 

The British embassy staff in 
the Burmese capital recently 
served up madeira and laid on 
a performance of Noel Coward 
songs such as Mad Dogs and 
Englishmen on the colonial-era 
embassy veranda. As Improba- 
ble as the event may sound, it 
was part of a week-long British 
trade and investment fair enti- 
tled Promoting Modem Britain 
to Myanmar (as Burma is now 
known) which ended 10 days 
ago. 

Such initiatives are becom- 
ing more common following 
the military regime's recent 
moves to liberalise an economy 
that for most of the period 
since independence from 
Britain in 1948 has been caught 
in the grip of debilitating and 
inept socialist planning. 

“The British have seen the 
Asean countries, the Japanese 
and the French start to nibble 
at the infrastructure projects - 
now they want to reclaim some 
of their past glory,” said Mr Ho 
Chin Beng. the chief represen- 
tative of Singapore’s DBS bank 
in Rangoon. 


The Burmese army's ugly 
human rights record has 
brought it international notori- 
ety - overturning the results of 
a 1990 general election and 
keeping Ms Aung San Suu Kyi, 
leader or the victorious 
National League for Democ- 
racy. under house arrest ever 
since. Yet most of the business- 
men toying noth deals in the 

'Many Japanese 
businessmen are 
telling me now 
that they wished 
they had looked 
at Myanmar 
(Burma) before 
Vietnam’ 


country reckon that the State 
Law and Order Restoration 
Council (Store), as the regime 
styles itself, is probably there 
to stay, at least in some form. 

“The political risk in Burma 
and Vietnam is about the 
same. They are both one-party 
states with a quite cohesive 
leadership," said Mr Richard 
Neville, corporate finance 
director of Kerry Securities in 
Hong Kong, which set up tbe 
first investment fund for 
Buraia last October. “The dif- 
ference is that Burma doesn't 
put obstacles to the way of for- 
eign investors like Vietnam 
does - they’re desperate to 
deliver some economic prosper- 
ity," Mr Neville added. 

“Many Japanese business- 
men are teUtog me now that 
they wished they had looked at 
Myanmar before Vietnam." 
said one Japanese government 
economist to Rangoon. 

Japan’s Marubeni trading 
company recently agreed to 


help develop the country's 
ramshackle infrastructure and 
to boost its market economy by 
helping to co-ordinate foreign 
investment. 

Some observers might dis- 
pute the ability of venture cap- 
italists and businessmen eager 
to explore new markets to 
judge potential political dan- 
gers. but Burma does appear to 
have a number of practical 
advantages over Vietnam for 
foreign investors: 

• There is much less red tape. 
Although Vietnam has theoret- 
ically the world's most liberal 
foreign investment laws, the 
approval process can be agon- 
ising. “You run around to cir- 
cles for weeks and months. 
Wow! You finally get your 
MOU (memorandum of under- 
standing) - but you’ve still got 
33 more people to visit.” said 
one western businessman. By 
contrast the Myanmar Invest- 
ment Commission can issue 
investment approval much 
more quickly. 

• In Vietnam sometimes only 
money talks - the level of cor 
ruption is currently reckoned 
to be much lower in Burma. 

• Burma is a much cheaper 
place to operate in: a represen- 
tative office can be set up for 
$ 100,000 a year all in. by one 
banker’s estimate. 

• The Burmese still use old 
British company law and 
appear to appreciate why con- 
tract laws are important. Viet- 
nam’s often confusing legal 
fabric contains strands of 
French. Soviet and Roman law. 

"The Burmese retain their 
knowledge of commercial law 
- what do the Vietnamese 
remember? A civil service run 
by Mandarins and businesses 
run by Corsicans?” said one 
bitter foreign investor. 

Yet fundamental problems 
remain for foreign investors in 

Burma that they do not 


encounter in Vietnam: notably 
the 20-fold disparity between 
the official and black market 
rates for the local currency, 
the kyat The junta finds it 
politically difficult to free the 
exchange rate for fear that 
sharp increases in tbe price of 
food and fuel could trigger 
another round of popular pro- 
tests. The artificial value of the 
currency forces exporters to 
barter or do illegal deals to 
repatriate their earnings, 
something with which few big 
international companies want 
to bother. 

Even optimists admit that 
Burma's chances of achieving 
economic takeoff have been 
stymied by its political isola- 
tion. International lending 
institutions such as the World 
Bank will not touch Burma 
unless there is an internation- 
ally acceptable political settle- 
ment. This precludes the 
revamp of the national infra- 
structure and, to effect, caps 
the economy’s long term 
growth prospects. 

Hardly anyone doubts that 
Burma - with its 45m popula- 
tion and lush natural resources 
- is ripe for a business boom 
given the right conditions. But 
does this make the country 
any more tempting than Viet- 
nam was, say, five years ago? 

“It’s human nature to be 
excited whenever they are 
approaching a new party - no 
matter how bad the hangover 
after the last one. 1 suspect 
Burma will be just the same: 
high expectations and then 
some disappointment," says 
one seasoned foreign Investor. 

But Mr W illiam Gasson, the 
regional chief of the inspection 
and testing group SGS, which 
has offices in both countries, 
m ain t a ins : “Once Burma gets 
going I do think the road will 
be a lot less rocky than in Viet- 
nam.’’ 
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NEWS: WORLD TRADE 


UK and Israel 
to form joint 
business council 


By Julian Ozanne In Jerusalem 

Britain and Israel yesterday 
Sfireed to form a joint business 
council to promote two-way 
trade and investment in the 
wake of unfolding Middle East 
peace. 

The decision emerged during 
a conference of senior British 
and Israeli businessmen who 
also agreed an agenda of objec- 
tives to boost bilateral trade 
worth £l.6bn ($2JS3bn) a year. 

“We now have a very high 
level of commitment from the 
top of British and Israeli indus- 
try and the political support of 
both prime ministers to create 
an organisation which will 
expand business and invest- 
ment." said Mr Richard Need- 
ham, British trade minister. 

The business delegation 
accompanying British prime 
minister John Major on a 
regional visit groups leading 
UK businessmen Including 
British Gas chairman Richard 
Giordano, Cable & Wireless 
chairman Lord Young and Sir 
Christopher Hogg, Reuter's 

rhairp i g p. 


Businessmen said the pres- 
ence of senior executives from 
British Aerospace and the Gen- 
eral Electric Company, who 
are making their first official 
trip to Israel, marked the fact 
that most British companies 
were now operating as if the 
Arab economic boycott of 
Israel were dead. 

Both British Aerospace and 
GEC traditionally avoided busi- 
ness with Israel because they 
feared being blacklisted and 
losing lucrative deals with 
Saudi Arabia and other Arab 
states. 

“1 think for most companies 
the boycott is a matter of the 
past," said Lord Sterling, chair- 
man of P&O. 

The embryonic British- 
Israeli business council agreed 
a 10-point agenda including 
fostering joint ventures in 
Israel and other countries in 
the Middle East; undertaking 
massive regional infrastruc- 
ture projects; and pushing for a 
speedy conclusion to long-de- 
layed negotiations over a bilat- 
eral agreement on investment 
promotion and protection. 


Oil explorers take second 
look at Ireland’s waters 

John Murray Brown and Stewart Dalby on a new bids round 


T he Dublin government 
tomorrow announces 
the results of a new 
round of licences for oil explo- 
ration blocks off Ireland's west 
coast. It says 11 international 
consortia have bid for 35 
blocks in its Porcupine Basin, 
a large sedimentary trough 
some 100 miles offshore. 

A total of 132 blocks were 
offered when bids were invited 

in January last year. Among 
the large oil companies. 
Amoco. Conoco, Total, Elf, 
Occidental and Marathon are 
understood to have submitted 
bids. 

This is the first big round of 
licensing in Ireland since the 
early 1980s. 

There is a gas Held off Kin- 
sale in county Cork and there 
have been modest oil finds in 
the Celtic Sea off south-east 
Ireland and the Porcupine 
Basin, but there are no func- 
tioning oilfields although some 
wells were drilled in the area 
in the 1980s. 

All the acreage has since 
been surrendered and the wells 
plugged apart from a small 
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area developed by Aran 
Energy, the Irish oil concern. 

Aran owns the Connemara 
field in tbe Porcupine Basin 
which has known reserves of 
up to 80m barrels, hair of 
which could be recoverable. 
Aran is hoping for some new 
licences in tomorrow's round. 

Exploration in the Porcupine 
was largely abandoned in the 
mid-1980s because of deep 
water and distance from tbe 
shore. 


There is no cal infrastructure 
around Ireland in the form of 

pipelines ami tbe oil finds were 
deemed uneconomic. The Por- 
cupine is 1,200ft deep; the deep- 
est well in the North Sea is 
around 600ft- Another disincen- 
tive was Ireland’s punitive tax- 
ation regime on companies in 
the mid-1980s. 

However, the discoveries by 
BP and others to the west of 
Shetlands have transformed 
tbe economics of deep water 
production. Floating rigs, verti- 
cal drilling and the ability to 
transport oil to tankers at sea 
have brought down the cost of 
extraction to $5 a barrel from 
around $20 during the 1980s. 

Ireland has been considered 
a high-risk location because of 
its poor history of finds and 
the deep water exploration 
costs. However, technological 
developments and a more 
lenient tax regime have helped 
to Improve the prospects for 
companies recouping their out- 
lays. . 

In 1992 Ireland introduced a 
25 per cent corporation tax and 
a daw-back provision which 


will allow companies which 
prospected in earlier decades 
to recover their development 
and exploration costs. 

According to the Geneva- 
based Petro Consultants, 
Ireland now offers the best fis- 
cal regime in the world for oil 
companies - the UK is the sec- 
ond most favourable. In the 
1970s, in a bid to maximise 
p qrninp g at a time of high oil 
prices, the Irish government 
tafce was as much as 80 per 
cent of income. 

Energy analysts say the 
attractions of the licence is 
that it allows companies a long 
lead Hmp into the development 
phase. 

In 1991, the Porcupine Basin 
was redefined as “frontier acre- 
age”. which means companies 
are not required to drill a well 
for two years in the first phase 
of exploration. The only obliga- 
tion is that they commit them- 
selves to a work programme of 
seismic activity. 

Companies will be obliged to 
pay a licence fee of I£20 ($31.60) 
per sq km, or around 1£5,000 
for a block of 250 sq km. 


Buoyant drugs market 
in N America and UK 


World pharmacy drug purchases January-December 1994 hi US dollars 1ml 


Bair 


UK 


By Darnel Green 

North America and the UK 
were the fastest growing of the 
world's main drugs markets in 
1994 in spite of public and pri- 
vate sector efforts to control 
healthcare costs, according to 
figures published today. 

Both markets grew by 8 per 
cent to $52.9bn and $5.6bn 
respectively, according to IMS, 
the market research company 
which- compiles drugs Industry 
statistics. This compares with 
world growth, at constant 
exchange rates, of 5 per cent to 
$122.3bn. Growth in North 
America compared with a rate 
of 5 per cent the previous year 
and reflected new product 
launches and the failure of pro- 
posed US government health- 


care reforms. The US is also 
the world's only large market 
where prices are effectively 
unregulated. 

In the UK, where the govern- 
ment has imposed modest price 
cuts, the 1994 growth was 
lower than tbe growth of 12 per 
cent in 1993. The UK remains a 
relatively small - market in 
world terms, well behind 
Japan, Germany. France and 
Italy. 

Italy imposed the harshest 
controls on drags prices of all 
the countries surveyed by IMS 
last year. A fall in sales of 8 
per cent in 1994 to $7.4im fol- 
lowed a 2 per cent fall in 1993. 
Drugs industry executives hold 
out little hope for a rapid 
return to growth in Italy. 

The Japanese govern- 


ment also imposed some price 
cuts last year. Sales there 
rose 2 per cent to f22.5bn. 
compared with growth tbe 
previous year of 6 per cent. 

The German government 
attacked drugs costs in 1968, 
when sales fell 9 per cent. Last 
year's growth of 5 per cent to 
$13.6bn was second only to the 
US and UK. but failed to return 
sales to the levels seen in the 
early 1990s. 

France, yet to impose wide- 
spread cost control measures 
on pharmaceuticals sale, nev- 
ertheless had a lower sales 
growth in 1994 than in 1993. 
Last year, sales grew 3 per cent 
to $12J»>n. The rate of growth 
was double that in 1993. 

By medical area, one of the 
fastest growing areas of 1994 


Cardiovascular 8,565 3,503 3^26 3,162 1,678 938 

Allmen tary/Metabdtem 8,630 4,371 2,400 2.097 1,317 1,107 
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was the new generation of anti- 
cholesterol drugs made by 
companies such as Merck and 
Bristol-Myers Squibb, the two 
biggest US drugs makers. 

The class of drugs to which 
anti-cholesterol treatments 
belong had sales increase 8 per 
cent to Sllhn, in constant cur- 
rency terms, with the fastest 
growth seen in the US. 

. The flow of new products in 
ulcer treatments boosted sales 
there too. Products include the 


world’s biggest selling drug, 
Tfl ptwn , made by Glaxo of the 
US, and Losec/Prilosec, from 
Sweden’s Astra. Sales in that 
olass rose 8 per cent to $9.1bn. 
Growth in sales of anti-depres- 
sants such as Prozac, made by 
Eli Lffly of the US. made the 
category of nqrvous system 
drugs one of the fastest grow- 
ing. Sales there rose by 8 per 
cent to $15.5bin .Within that 
group, anti-depressants grew 
by 22 per cent to $4.4bn. 


Sales fell in some areas, how- 

0V8T. 

Cough and cold preparations 
sales were down 4 per cent to 
fa 9-h n and sales of anti-rheu- 
matic drugs fell 4 per cent to 
$3.8bm . 

These two are typical of 
areas where governments have 
been keen to reduce subsidy 
through national health ser- 
vices and encourage patients 
to pay for the drugs them- 
selves in ordinary shops. 


WORLD TRADE NEWS DIGEST 


Jakarta attracts 
more investment 

Foreign investment approvals in Indonesia rose to jio.4bn in 
the firet two months of this year compared with SLSta m toe 
same period last year. Indonesia's investment minister. Mr 
Sanyoto Sastrowardoyo, said the figures were encouraging” 
and showed Indonesia was still attractive to foreign investors 
despite Increasing competition in the southeast Asian region 

f °H^S.SricaUy only half of approved foreign projects 
bv value are implemented. Last year foreign investment 
approvals reached an all-time high of $217bn after dipping to 
SSbn in 1998. The value of foreign investment approvals has 
shown a sharp increase since June last year, following a 
deregulation package which opened several sectors to foreign 
capital for toe first time and allowed foreigners to retain 
majority ownership in a joint-venture company after 20 years 
of operating in toe country. Mamiela Saragosa, Jakarta 

Australia seeks trade review 

Australia is seeking to review a 37-y ear-o ld bilateral trade 
agreement with Malaysia when the Australia-Malaysia Joint 
Trade Committee meets next month. Australian officials sain 
the aim was to revise the agreement so it “reflects more 
accurately our trade policy objectives and commercial inter- 
ests in Malaysia”. Market access issues - a bone of contention 
for Australian exporters in the Asian region - are likely to be 

raised at the forum. . . 

Bilateral relations have sometimes been fractious, but trade 
has continued to grow, rising from around ASl-5bn ($2.01bn) in 
1989/90 to over AKL8bn in 1993/4. There have also been signs of 
increased investment interest by Malaysians in Australia, 
notably in the property and resource sectors. Nikki Tail 
Sydney 

Contracts and ventures 

■ Alenia. Italy's state-controlled defence and aerospace 
group, has won a $160m contract to equip six Brazilian navy 
frigates with radar, missile and other equipment. Alenia, 
which is part of the Finmeccanica engineering holding com- 
pany, won toe contract more than four years after the Brazil- 
ian navy opened an international contest for the modernisa- 
tion of six Niteroi frigates, bufft by Vosper Thomycroft of the 
UK A l mii a Sistemi Navali will supply radar guidance systems, 
seven surveillance radar systems, and six Albatros-Aspide 
surface-to-air missile systems, as well as logistical support 
Andrew Hill, Milan 

■ Fincantieri, Italy's state-controlled shipbuilder, has won 
another order for a tanker equipped with a double-skinned 
hull to protect against oil spills in the case of grounding or 
collision. The 150, 000-tonne ship, which should be delivered to 
toe new owner, Transpetrol, during 1996, is the sister to Eco 
Europa and Eco Africa, which were built for Snam , the gas 
subsidiary of Italy's Eni group. Fincantieri is now working on 
a total of 16 orders for “eco- tankers". Andrew Hill, Milan 

■ Singapore CahLeVision, a cable television network due to 
start in mid-year, has signed up Asia Business News (A BN) to 
provide 24-hour service on weekdays and 12 hours of program- 
ming a day on weekends. ABN said it would be one of 30 

on Singapore CableVision when it is launched in 
June this year. Reuter, Hong Kong 

■ CAE, toe rinnariian electronics group, will supply a rail 
ringing 777-200 fli ght simulator and trainer systems to Japan 
Air System, the third-largest Japanese airline, for early 1897 
delivery. The value of the contract is around $20m. CAE has 
won seven of a total 11 Boeing 777 full simulator orders so for. 
Robert Gibbens, Montreal 
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Upward pressure on manufacturers’ prices eases 


Manufacturers’ costs slip back 


By Robert Chote, 

Economics Correspondent 

British industry's fuel and raw 
material costs rose relatively 
modestly in February, alleviat- 
ing upward pressure on manu- 
facturers' prices, official fig- 
ures showed yesterday. 

Fuel and raw material costs 
rose by 0.2 per cent in Febru- 
ary after adjusting for the 
small fall which is normal for 
the time of year, according to 
the Central Statistical Office. 
Input costs rose by 1.7 per cent 
in January and have not risen 
by less than 0.2 per cent in any 
month for more than a year. 

The annual rate of increase 


in fuel and raw material costs 
consequently edged down to 
11.4 per cent, retreating from 
January’s 10-year high of 12.1 
per cent. This was the first fall 
in this annual rate for more 
than a year. 

Input costs were subdued in 
February by a big fell in fuel 
prices, while speculative sell- 
ing also pushed down metal 
prices on commodities mar- 
kets. But the price of materials 
used by the food processing 
industry continued rising 
strongly. 

Manufacturers meanwhile 
raised their prices by 0.3 per 
cent between January and Feb- 
ruary, lifting the annual rate of 


factory gate inflation to a 13- 
month high of 3.6 per cent. 

The statistical office also 
revised up its estimate of fac- 
tory output prices is the previ- 
ous month, providing further 
evidence that companies have 
been successful in passing 
higher costs onto their custom- 
ers rather than absorbing them 
in profits. 

The figures were slightly 
more subdued than City econo- 
mists had expected, but they 
bad little impact on expecta- 
tions of future movements In 
interest rates. Most economists 
said the Treasury and Bank of 
England would wait to see 
whether economic growth con- 


tinued slowing and whether 
the pound would carry on 
weakraing. 

Mr Andrew Cates, economist 
at UBS, said; "We expect out- 
put price inflation to continue 
to rise through the course of 
the year". He added that eco- 
nomic activity was likely to 
rebound after showing signs of 
weakening, prompting a fur- 
ther rise in interest rates 
before the second half of the 
year. 

Excluding volatile food, 
drink, tobacco and petrol 
prices, factory gate inflation 
rose from 3.5 per cent in Jan- 
uary to 3.7 per cent in Febru- 
ary. This was the highest 


underlying factory gate infla- 
tion rate for 3'-: years. But the 
0.3 per cent rise in underlying 
factory gate prices in February 
alone was the lowest for six 
months. 

Upward pressure on factory 
prices remained strongest in 
those sectors most exposed to 
rises in commodity prices over 
recent months. 

These include the wood, 
paper, chemical, plastic and 
metals industries. Manufactur- 
ers are also feeing pressure on 
costs from an upturn in unit 
labour costs - the amount 
which has to he spent on 
wages and salaries to produce 
each unit of output. 
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Vans company to 
open assembly 
unit in Poland 


By Kevin Done, 

Motor industry Correspondent 

LDV, the Birmingham-based 
van maker, is expanding into 
eastern Europe less than two 
years after it was rescued from 
receivership by a management 
buy-out 

The company has begun 
assembly of its 400 series van 
in Poland in a collaborative 
project with Andoria. the 
Polish manufacturer of diesel 
engines. 

LDV, formerly Leyland Daf 
Vans, which was established in 
April 1993 following the col- 
lapse of its parent company 
Daf, the Dutch commercial 
vehicle maker, has recovered 
strongly. It intends to re-enter 
important markets in western 
Europe later this year. 

It is understood to have 
earned pre-tax profits of 
around £18m 1329.5m} in 1994. 
its first full year of operations, 
on a turnover of some £165 m. 

Mr Allan Amey. LDV chief 
executive, said the venture 
with Andoria was an impor- 
tant element in the company's 
export strategy, and it was 
hoped to sell the Polish-built 
vehicles in other markets in 
eastern Europe. 

Under the terms of the deal 
with Andoria. LDV is shipping 
kits to the Polish engine 


maker's plant at Andrychow in 
southern Poland. 

The vehicles are being fitted 
with Andorra's own 2.5 litre 
turbo diesel engine along with 
gearboxes bought from the 
Land Rover division of Rover, 
the UK subsidiary of BMW of 
Germany. 

Andoria hopes to raise grad- 
ually the level of locally- 
sourced components, which 
could include tyres and bat- 
teries. exhaust systems, radia- 
tors and plastic components. 

LDV said it intended to sup- 
ply more than 1,000 van kits a 
year to Poland. A volume of at 
least 1,000 a year is necessary 
in order to avoid 30 per cent 
Polish import tariffs. 

Mr Amey said that the col- 
laboration with Andoria could 
develop into a joint venture 
with LDV taking an equity 
stake in the Polish van 
operations. The two companies 
have established a network of 
10 dealers in Poland and are 
aiming to raise this to 25. 

Importer/distributor agree- 
ments should be signed for 
Germany, the Netherlands, 
Belgium and France within 
three months, said Mr Amey, 
with the aim of achieving sales 
of around 2,000. An agreement 
for sales and local assembly in 
South Africa could be com- 
pleted within 12 months. 


ING suspends staff at Barings Futures 


By William Lewis in Singapore 


Internationale 
Nederlanden 
Group. the 
Dutch h anking 
group which 
has bought 
Barings' main 
operating busi- 
nesses, has 
suspended on full pay all staff 
at Barings Futures (Singapore), 
the subsidiary which was man- 
aged by Mr Nick Leeson and 
caused the hank's collapse. 

Mr Peter Teo, a senior execu- 
tive at ING, said yesterday that 
20 traders and backroom staff 



had been put “on paid leave". 
It is thought likely that this 
leave will continue until an 
internal investigation by the 
new management is completed. 

The suspensions come the 
day after ING announced that 
it was to set up a new futures 
operation in Singapore to 
replace Barings Futures (Sing- 
apore), which will be liqui- 
dated. ft could start trading 
later this week. Barings Securi- 
ties Singapore is Likely to 
recommence trading today. 

The lawyer representing Mr 
Simon Jones, a Barings 
Futures director who has not 
been appointed to the new 


board in Singapore, said his 
position at the company was 
still being "worked out". ING 
has said that it expects most of 
Barings staff in Singapore, 
about 120 people, to be retained 
and their bemuses to be paid. 

Barings Futures (Singapore) 
traders and backroom staff 
were called to a meeting yes- 
terday. Company insiders said 
most of the staff were unlikely 
to work for Barings again. 
There have also been indica- 
tions that some of the staff 
who worked closely with Mr 
Leeson will be prevented by 
regulators in Singapore from 
working far other firms. 


A government official said: 
“Singapore must think first 
and foremost about its reputa- 
tion, and although there is no 
indication that these people 
knew that anything was going 
on. they are unlikely to be wel- 
come here." 

Barings staff reacted angrily. 
One said: “We have waited 
around for near ages and they 
do this to us. I worked my guts 
out for them but now I'm being 
treated like a common crimi- 
nal.” 

Last night Ms Deborah Tan, 
one of three interim judicial 
managers from Price Water- 
house. the accountancy firm, 


said the court in Singapore had 
approved a repayment to 
Banque Nationals de Paris of 
margin payments on Simex. 
the Singapore futures 
exchange. 

Ms Tan said full repayment 
of other futures margin, pay- 
ments, frozen after the col- 
lapse, was also likely to be 
made to “tens of Barings’ cli- 
ents" once investigators had 
confirmed that they were legit- 
imate. 

The payments will be made 
out of the funds Simex passed 
to judicial managers after the 
closing out of all Barings 
Futures Simex positions. 


Leeson claimed trades ‘on behalf of Soros’ 


Nick Leeson yesterday formally refused to be 
extradited to Singapore, Conner Middelman 
writes from Frankfurt 

At a 20-minute court hearing in Frankfurt Mr 
Leeson said he would not return voluntarily to 
Singapore, where he has been charged with 
forging documents. Mr Leeson did not comment 
on the Singapore charges but told the judge he 
would “assert his defence later", Mr Hans- 
Hermann Eckert, state prosecutor, said. “He 
told the judge he wants to be extradited to 
England, not to Singapore". The prosecutor 


added that there had been no application for 
bail. Mr Leeson has been held since March 2 in 
a prison in HOchst, on the outskirts of Frank- 
furt, after being detained by Frankfort airport 
police. 

Singapore must submit its formal extradition 
request by May 2. although Mr Eckert said the 
Singapore authorities can request to extend 
that deadline by a month. The extradition 
request would then be closely examined by the 
German court, Mr Eckert said, adding that the 
procedure conld take four or five months. 


By William Lewis In Singapore 
and Peter Marsh In London 

Mr Nick Leeson, whose trading 
activities are alleged to have 
forced the UK merchant bank 
Barings into administration, 
told fellow traders in Singa- 
pore earlier this year that he 
was executing trades on behalf 
of Mr George Soros, the inter- 
national financier. 

The Simex futures exchange 
in Singapore has been told by 
exchange traders that Mr Lee- 
son "put it around that Soros 
was backing him and that he 
therefore had an inexhaustible 
cash supply," a Simex investi- 
gator said. 

Investigators in Singapore 
said there was “no evidence to 
suggest that Leeson had any 


dealings with Soros". They 
believe he used the claim of 
being linked to Mr Soros “as a 
legitimate trading tactic 
against competitor firms" and 
possibly to disguise the trades 
he was carrying out on behalf 
of Barings. 

Mr Stan Druckenmiller, port- 


folio manager at Soros Fund 
Management the fund based in 
New York which is controlled 
by Mr Soros, yesterday denied 
that the fund had any link 
with Mr Leeson. 

Mr Druckenmiller, whose 
company manages SlObn in 
international investments, 


said: “No one in our organisa- 
tion has spoken to Mr Leeson 
and we haven’t been trading 
with him.” 

The remarks apparently 
made by Mr Leeson are 
believed to have been part of 
his effort to convince market 
observers and regulators that 


he had powerful customers. 

la recent weeks a spate of 
rumours in financial markets 
has linked Barings' trading 
operations in Singapore with 
the activities ol a big fund 
management group. Soros 
Fund Management has been 
mentioned iu these rumours, 
according to traders. 

• Cazenove, the blue-chip UK 
stockbroking firm, yesterday 
took the unusual step of deny- 
ing reports that it had been in 
discussions about a possible 
acquisition of the firm by Bar- 
ings. A statement said: “The 
partners of Cazenove wish to 
make it clear that no such dis- 
cussions have taken place and 
that there is no truth whatso- 
ever in any of these reports or 
rumours." 


Watchdog 

reviews 

TV news 
agreement 

By Raymond Snoddy 

Britain's Office of Fair 
Trading is believed to be 
looking into an non-competi- 
tion agreement signed by all 
the shareholders of Indepen- 
dent Television News, includ- 
ing Renters, the news and 
information group. 

The issue has come to the 
fore because of the recent 
agreement between Renters 
and British Sky Broadcasting 
(in which Pearson, owner of 
the FT. has a stake) on supply- 
ing programming for the Sky 
News channel- 

The new grouping is sera as 
a possible competitor to ITN in 
the news supply market in 
British commercial television. 
The creation of such a second 
force, which a number of 
broadcasters, including Chan- 
nel 4, want to see, would 
apparently be blocked by -the 
non-competition agreement. 

The ITN agreement has been 
submitted for registration by 
the OFT. which has the power 
to accept it as not being 
against the public interest or 
ask the Restrictive Practices 
Court to investigate. 

It is believed a number of 
broadcasters have drawn the 
attention of the OFT to the 
potentially anti-competitive 
aspects of the ITN deaL 

ITN is the monopoly televi- 
sion news supplier for ITV and 
Channel 4 until the end of this 
year. The Independent Televi- 
sion Commission can then 
decide whether to allow a com- 
peting supplier. 

Even broadcasters which 
would probably stay with ITN 
would like to have the choice 
of a competitor to put down- 
ward pressure on the price of 
the news supply contracts. 

Last week Sir George Rus- 
sell, the FTC chairman, warned 
the ITV companies that he 
believes that the rales limiting 
individual ownership in ITN to 
20 per cent should be hon- 
oured. Both Carlton and Gran- 
ada have 36 per cent because 
of acquisitions. The ZTC 
decided on a one year morato- 
rium on the sell-down because 
of the Government's cross- 
media ownership review. 
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Introducing the new Saab900TurboSensonic 
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We wanted the 
joy of a stick. 

Without the drag 
of a clutch. 


At Saab we enjoy driving as much as you do. 
Particularly zipping through the gears on the 
open road. 

What we have never managed to enjoy is 
constandy pumping the dutch in a traffic jam. 

So we looked around fora way to have one 
without the other. And we finally decided to 
borrow an idea from Formula 1 racing cars. 

The result is Saab Sensonic. 



and a couple of extremely expensive sports 
cars. Saab is one of the first manufacturers to 
offer this feature in an attainable production 


YOUR LEFT LEG CAN RELAX. 

With Saab Sensonic, we’ve eliminated the 
clutch pedal. Instead, we’ve fitted an electro- 
hydraulic system that does all the work 
your left leg used to do. 

So on the open road you get all the 
enjoyment and fingertip control that 
only a stick shift can provide. But In 
traffic you get the clutchless ease of 
an automatic. 

It’s yet another case of getting the 
best of both worlds. 

SAAB 900 TURBO AND FORMULA 1. 

The idea of the clutchless gear stick isn’t new. 
But originally you could get it only in Formula 1 




So you can now enjoy driving a car that 
gives you the performance of a stick shift 
turbo without the drag of a dutch. It’s a 
combination that anyone who enjoys driving 
will probably want to try out. 

FOR PERSONAL REASONS. 
Every Saab driver has his or her 
own reasons for buying a Saab. Our 
job is simply to give you as many rea- 
sons as possible. 

And with Saab Sensonic we’ve tried to 
give you a very 
special reason 
indeed. 
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NEWS: UK 


Tories aim to mend link with N Ireland MPs 


By John Karopfher, 

Westminster Correspondent 


Conservative party managers sought 
last night to turn a potentially embar- 
rassing backbench rebellion over 
Northern Ireland to the government's 
advantage by repairing links with 
Ulster Unionist MPs. 

Haying to worts, with a minority in 
the Commons following the rebellion 
of nine MPs last December and the 
withdrawal of the Conservative whip 
from them, Mr John Major has risked 
his government's survival by antagon- 
isrng the Unionists. The nine Ulster 


Unionist MPs made clear within days 
of the publication of the joint Anglo* 
Irish framework document last month 
that they had severed their traditional 
links with the Tories. 

They also made no secret at their 
sense of personal betrayal by promi- 
nent Tory backbenchers such as Mr 
Andrew Hunter, whom they had pre- 
viously seen as a sympathetic chan nel 
for their views to Northern Ireland 
ministers. 

It therefore suited both sides when 
Mr Ken Maginnis, the Ulster Union- 
ists’ security spokesman, approached 
Mr Hunter late last week. They 


agreed a joint approach, an early day 
motion - an effective vehicle for 
expressing parliamentary criticism 
that stops short of rebellion. Mr 
Maginnis left it to Mr Hunter to fine- 
tune the text, to garner support 
among Conservatives and to present 
the motion, which he was expected to 
do last night 

Mr Hunter, chairman of the back- 
bench Northern Ireland committee, 
was understood to have received 
backing from around 20 Conservatives 
in addition to the Unionists. 

Worried that the move was being 
reported as another interna] party 


revolt, Sir Patrick Mayhew, Northern 
Ireland secretary, contacted Mr 
Hunter. The two met twice, most 
recently yesterday. 

Mr Hunter was keen to play down 
talk of internal party wrangling, pre- 
ferring to focus on a possible rap- 
prochement with the unionists, while 
Mr Maginnis said he hoped differ- 
ences had narrowed after the fracas 
over the framework document. 

Hie pretext for the motion was as 
much the White House Invitation to 
Mr Gerry Adams. Sinn Fein president, 
as Sir Patrick's attempts to “clarify" 
the government's conditions for 


upgrading talks with the IRA's politi- 
cal wing. Sir Patrick’s apparent soft- 
ening of the line last week caused 
consternation. 

Many MPs believe it will be difficult 
for the government to row back from 
the position that a commitment to 
decommission, plus a token first step 
will suffice for ministers to begin sub- 
stantive talks with the Sinn Fein. 

For many mildly pro-Umonist MPs, 
Sir Patrick's statement - during a sin- 
gularly unsuccessful visit to Washing- 
ton - was one concession too far to 
Sinn F§in, the Irish Republic and the 
Clinton administration. 


UK NEWS DIGEST 


Row looms 
on airport 
noise levels 


Local authorities and anti-noise campaigners 
reacted angrily yesterday to a government 
announcement which objectors say will lead to 
an increase in night flights at London airports. 

Mr Brian Mawhinney, transport secretary, 
told the House or Commons yesterday that the 
government had issued a new consultation 
document expressing its intention to keep 
noise levels at Heathrow and Gatwick airports 
below those permitted in 1988. However, as 
actual aircraft noise in 1988 was below the 
permitted level campaigners said the amount 
of disturbance they suffered in future would 
be greater than in previous years. 

Mr Mawhinney said MPs for airport constit- 
uencies had called for a reduction in night 
aircraft noise. He would write to Sir John 
Egan, chief executive of BAA, which owns the 
airports, asking whether his group and the 
airlines could reduce the disturbance caused 
by night flights on a voluntary basis. 

BAA said yesterday: "We are always looking 
at ways of reducing the impact of night noise," 
but Miss Frances Rudd, planning officer of the 
Airports Policy Consortium, which includes 
local authorities near the airports, yesterday 
accused Mr Mawhinney of "passing the buck" 
by asking BAA to reduce noise voluntarily. 
Michael Skapmker, Aerospace Correspondent 


the ban last week after the shippers. Interna 
tional Traders Perries, announced they were 
bringing into service a new vessel considera- 
bly larger than the existing carrier. Northern 
Cruiser. 

The Tunisian-registered Cap Bon is capable 
of carrying 30 trucks in each load, and animal 
rights campaigner Sir Roger Sear warned 
there would be “chaos*' if the vessel arrived in 
Shoreham. Mr Justice Blofeld granted an 
injunction to JTF forcing the port authority to 
allow their trade to continue, but said the Cap 
Bon should be limited to carrying only 10 
trailers. PA News 


Card fraud crackdown 
reduces bank losses 


Plastic card fraud in the UK fell by a quarter 
last year as retailers stepped up security 
checks on card payments. The hanking indus- 
try reduced its losses on credit and debit card 
fraud from £129.8m ($212.87m) to £96.8m, 
according to the Association for Payment 
Clearing Services (Apacs). 

Retailers checked around 30 per cent of all 
transactions last year, after card companies 
si gnifican tly lowered the threshold at which 
sales must be authorised in April. More than 
45 per cent of sales are expected to be author- 
ised this year. 

Mr Richard Allen, chief executive of Apacs, 
said yesterday: "We are understandably 
pleased with the industry's success in bringing 
about a sharp reduction in plastic card fraud.” 
Fraud has also been cut thanks to higher secu- 
rity when cards are delivered, according to 
Apacs. Losses from cards which have been 
intercepted before delivery foil from £l£L2m to 
£12.6m last year. Richard Wolffe 


Farmworkers seek 
big rise in pay 


Health unions to 
meet over pay claim 


Farmworkers are asking for a bigger share of 
rising form incomes in a move likely to meet 
stiff opposition from farmers when they meet 
at the annual wage round next week. The 
Transport mid General Workers’ Union yester- 
day demanded a "major pay rise this year”, 
riaimiTig that formers could pay for the entire 


wage bill out of their subsidies. 

Mr Barry Laathwood, the union's chief nego- 
tiator, said: “Farm incomes have gone up by 
nearly 140 per cent since 1991 and farm 
s ntei rii e g rose by the same amount last year 
alone. For large farms, which are the biggest 
employers, the outlook is even rosier; But 
labour co$ts have risen, by just 2 per cent 
Farmers can wfeU'affard to cover a major pay 
rise this year.” ■ • 

The National Farmers’ Union, which repre- 
sents the employers on the Agricultural Wages 
Board, agreed a A9 per cent pay rise for form 
workers last year. A spokesman said formers 
would not be incline d to award another large 
rise, as some sectors, notably the pig industry, 
were still in recession, and most forms faced 
tighter margins as a result of rising capital 
expenditure and declining support 
James Harding 


Unions representing health workers yesterday 
met at the Trades Union Congress headquar- 
ters in London to discuss tactics in their 
demands for a 3 per cent pay rise. The pay 
review body covering nurses recommended a 1 
per cent national pay award coupled with -up 
to 2 per cent to be negotiated locally. 

The unions and royal colleges representing 
medical staff say it is unfair because not every 
hospital can afford the rise - yet they claim all 
nurses deserve 3 per cent. The government 
says many health trusts have already agreed 
to pay the extra locally determined money and 
most nurses will get toe award in full 
Usa Wood, Employment Staff 


Former leading Tory 
Euro-MP dies 


Chief of student loans 
company is dismissed 


The chief executive of Britain’s troubled Stu- 
dent l .nans Company has been dismissed fol- 
lowing an investigation into allegations of 
financial irregularity. Mrs Gillian Shephard. 


Sir James Scott-Hopkins. a former Tory minis- 
ter, a leading MEP and the longest-serving 
British politician in the European arena, has 
died in Loudon after a long illness, his agent 
reported yesterday. He was 73. 

Bis associations with Europe dated back to 
1960 on his appointment as a member of the 
Council of Europe- He was one of the 15 mem- 
bers of the European Parliament appointed in 
1973 by Edward Heath, then Prime Minister, 
when toe United Kingdom joined toe Commu- 
nity. The following year he was made deputy 
leader of the Conservative group and in 1976 
became a vice-president of the Parliament He 
was loader of the European Democratic (Con- 
servative) Group from 1979 to 1982. PA News 


education secretary, said yesterday that Mr 
Ron Harrison, the company's chief executive, 
had been dismissed “for conduct which, has 
brought hiznseif and the company into disre- 
pute”. 

Although she did not specify its nature, the 
misconduct is believed to concern personal 
expenses, the authorisation oE overtime and 
the misleading of the loan company’s board 
daring an earlier investigation. The company, 
based in Glasgow, distributes loans for mainte- 
nance costs to university and college students. 
Andrew Adonis, Public Policy Editor 


Scots tourism plan: The bonny banks of Loch 
Lomond and the Trossachs are to have nearly 
S3m spent on them over the next three years, 
the Government announced today. 

A new committee is to be set up by local 
councils to manage the loch area, which in 
recent years has been toe scene of conflicts 
between powerboat and jet ski enthusiasts and 
visitors following more peaceful pursuits. 


Judge orders block on 
animal shipments lifted 

A High Court judge yesterday ordered officials 
at Shoreham in southern England to end a 
block on livestock shipments through the port 
- hut Placed limits on toe numb§r of animate 
on anyone sailing. The port authority imposed 


Clegg case set for review: Prison authorities 
in Northern Ireland have agreed to review the 
life sentence on paratrooper Lee Clegg because 
of "exceptional mitigating" factors in toe case. 

Pte Clegg. 26, is serving his sentence at 
Wakefield Prison, West Yorkshire, after the 
House of Lords rejected his appeal against 
conviction for the murder of Karen Reilly , who 
died when troops opened fire on a joyriders' 
car in west Belfast five years ago. 

Pte Clegg was told yesterday that his case 
would be considered by the Northern Ireland 
Life Sentence Review Board at its meeting in 
June, 
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From the people who 
brought you Death . . 


By Roderick Oram, 
Consumer Industries Editor 


The Enlightened Tobacco 
Company, maker of Death 
brand cigarettes, yesterday 
launched a mail order service 
to import leading brands of cig- 
arettes into the UK at up to 40 
per cent below list prices. 

Shipping them from Luxem- 
bourg, it is exploiting lower 
cigarette excise duties on toe 
mainland compared with the 
UK. Its initiative, which will be 
tested in a Loudon court in 
May. poses the first organised 
challenge to the UK's policy of 
high excise duties. 

"All we are doing is arbitrage 
ing the tax differential" said 
Mr Sten Bertelsen, manag in g 
director of the company. "We 
are operating within the letter 
and spirit of European law and 
the tree market of goods. It is 
up to the UK to harmonise 
duties." 

ETC had started to import its 
Death cigarettes and Shag 
brand of band-rolling tobacco 


last November. Some 10 per 
cent of the shipments bad been 
seized by UK Customs and 
Exrise officers. 

The company won a tempo- 
rary injunction late last week 
against Customs. The agency 
was ordered to stop seizing 
ETC's shipments and to return 
any goods it already held pend- 
ing a judicial review of the law 
on May 5. 

Customs argues that EU law 
requires consumers to import 
toe goods themselves from low- 
tax countries. ETC argues the 
law allows a consumer to 
appoint an agent to arrange 
the shipment. If the court finds 
in ETC’s favour, the UK gov- 
ernment could lose part of the 
£9bn a year it collects in ciga- 
rette excise duty and VAT. 

"It's crazy that mail order 
distance selling should be 
allowed," the Tobacco Alliance 
representing independent UK 
tobacconists said yesterday. 
“Thousands of comer shops, 
newsagents and village stores 
will have no alternative but to 


close as customers Dock to buy 
cheaper tobacco products." 

The case could take some 
years to be resolved if it goes 
as far as the House of Lords in 
the UK or to the European 
Court of Justice. 

Pending the May 5 case, 
ETC's subsidiary Tobacco 
Direct is free to conduct busi- 
ness. It has distributed some 
1.5m fliers through newspapers 
and magazines for its own 
brands and has launched a 
newspaper advertising cam- 
paign for branded cigarettes. 

It is offering, for example, 
packets of Silk Cut at £2.15 and 
Benson and Hedges at £2.19 
against a UK list price of £2.75. 
The tax saving is larger but 
ETC has to cover costs such as 
transport and bad debts, it 
said. Larger discounts are 
available on its own brands. 

Customers can order up to 
800 cigarettes a time or a maxi- 
mum of 5^)00 a mo nt h . a limit 
set by ETC to meet EU require- 
ments that toe cigarettes are 
for personal consumption. 


Labour leader 
beats left wing 
on party reform 


By Kevin Brown, 
Pofftfcal Correspondent 


Mr Tony Blair, leader of the 
Lab our party, yesterday won 
the overwhelming support of 
the party’s ruling national 
executive committee for an 
amendment to the party’s con- 
stitution supporting a thriving 
private sector in a dynamic 
market economy. 

The NEC voted 22 to S, with 
live abstentions, to back Mr 
Blair’s 349-word replacement 
for Clause 4 of Labour's consti- 
tution, which commits the 
party to "common ownership 
of the means of production, 
distribution and exchange”. 

Leftwing NEC members 
fought bard to retain the exist- 
ing 275-word clause, drafted in 
1918, which is regarded by 
many traditionalist party mem- 
bers as a symbol of Labour's 
socialist commitments. 

Yesterday’s vote paves the 
way for final approval at a spe- 
cial conference of constituency 
delegates and trade union rep- 
resentatives next month, 
which is expected to back the 
new clause by a big majority. 

The clause says Labour 
seeks a "dynamic economy" in 
which the "enterprise of toe 
market and the rigours of com- 
petition are joined with toe 
forces of partnership and 
co-operation to produce the 
wealth the nation needs and 
the opportunity for all to work 
and prosper". 

It stops short of promising 
public ownership, committing 
the party to "a thriving private 
sector, mid hi gh quality public 
services, where those under- 
takings essential to toe com- 
mon good are either owned by 


the public or accountable to 
them"- Other sections call for a 
community in which "power, 
wealth and opportunity are in 
toe hands of the many, not the 
few;” a "just society'" promo- 
ting equality of opportunity: an 
open and accountable democ- 
racy: and a healthy environ- 
ment 

Mr Dennis Skinner. MP for 
Bolsover, said the revised 
clause was a "distraction” from 
the battle against the "divided 
and weak” Conservative gov- 
ernment 

Several trade union members 
of the NEC abstained because 
the revised clause foils to give 
a clear commitment to full 
employment, which has 
emerged as an important rally- 
ing cry for critics of Mr Blair's 
campaign to modernise the 
party. 

However. Mr Tom Burilison 
of the GMB industrial union, 
signalled that the union might 
support the clause at the spe- 
cial conference. "My personal 
recommendation would be to 
recommend acceptance.” he 
said. 

Mr Blair, who drafted the 
final version at a weekend 
meeting with Mr John Pres- 
cott, deputy leader, said the 
vote was "a defining moment" 
in Labour's history, which 
would "dictate how we intend 
to govern". 

He said the revised clause 
would give Labour "a constitu- 
tion which states what we are 
in terms which cannot be mis- 
represented by the Tories; a 
constitution which lays out our 
principles more clearly than 
they have ever been stated". 
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Lb Herrcrii Golf Club, El E * e o r i a I , Madrid. There ire » 
variety of landscape, incloding the one at Valderrama 


>nnd 260 conrans in Spain eel in a 
Cadii, host of the ‘97 Ryder Cup 



It's possible to play golf in a 
monastery in Spain. Other courses 
settle for tbe roar of the surf 
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behind the green. Or a mountain 
range or. two to -help line up 
your tee shot. With, so many to 
choose from T you'd be hard pushed 
to find an un scenic course. 
And playing all year round with 
the sun on your back, the only 
time you'll feel below par is 
wheu you look at the scorecard. 
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BUSINESS AND THE LAW 


Change at 

Sheraton 

franchises 

■ S Kirk Kinsell has joined ITT 
Sheraton, from Holiday inn 
Worldwide, as president, fran- 
chise, for 200 ITT Sheraton 
properties in North America. 
ITT intends to seek a New 
York Stock Exchange listing 
for its franchise operation. 

■ Ira Siegel, president of Reed 
Reference Publishing, chief 
executive or Lexis-Nexis, Reed 
Elsevier's recently acquired 
electronic database. Nigel Sta- 
pleton, Reed Elsevier’s chief 
financial officer, becomes 
chairman of the Lexis-Nexis 
executive board. He replaces 
Herman Bruggink who 
becomes chairman of the exec- 
utive board, of Elsevier and co- 
chairman of Reed Elsevier 
when Pierre Vinken retires 
nest month. 

■ Pierre Lamy, an economic 
and financial consultant, a vice 
chair man of Domtar. the Cana- 
dian forest products group, and 
chairman of the executive com- 
mittee. 

■ Jacques Boubal has replaced 
David Suddens as chairman of 
DMC. the French textile group. 

■ Lars Obl5Son-Leijan, execu- 
tive vice president of Saab- 
Scania, executive vice presi- 
dent and head of finance of the 
Scania Group. 

■ David Higgins has replaced 
John Morscbel 3S chief execu- 
tive of Lend Lease, the Austra- 
lian finan cial services firm. 

■ John Keogh, who joined 
Credit Lyonnais last Septem- 
ber. has resigned as head of 
the poup’s capita] markets 
division. 

■ Robert S Thomason, a for- 
mer managing director of 
Quaker Oats in the UK, chief 
financial officer of Quaker 
Oats. He replaces Terry G 
Westbrook. 45. who has 
resigned. Barbara Allen, 42. 
vice president corporate plan- 
ning. succeeds Thomason as 
executive vice president, inter- 
national food products. 

■ Jacques Nouvel, 55. has 
replaced Guy Berard as Lon- 
don representative of the Paris 
Bourse. 

■ Paavo Ojanpaa, 54. commer- 
cial director of Schauman 
Wood, part of Finland’s Kym- 
mene Corporation, takes over 
as Schauman Wood's chief 
executive at the end of the 
year when Risto Lahteenmaki. 
63. retires. 

■ Peter Oakley, 42, who has 
been responsible for BASF’s 
North American agricultural 


business, head of BASF’s crop 
protection division. He 
replaces Klaus Deichner who 
becomes head of information 
systems division. 

■ Akira Trie, a managing direc- 
tor of Lehman Brothers 
(Japan), has joined BZW as 
head of investment banking in 
Tokyo. 

■ Eli Lilly and Company has 
named three new directors: 
Alfred G Gilman, a Nobel prize 
winning doctor. Franklyn G 
Prendergast of the Mayo 
Clinic, and Kathi P Seifert, 
group president for Kimberly- 
Clark's North American con- 
sumer products. 

■ Gerald Hines, the Texas 
property developer, has 
recruited Olivier de Dampierre, 
a former managing director of 
Bouygues real estate, as direc- 
tor-general of Hines Holdings 
France. 

■ Keith Rattie, 41, who has 
spent 18 years with Chevron, 
has joined Coastal Corpora- 
tion's Coastal Gas Services as 
a senior vice president with 
responsibility for international 
gas project development. 

■ Ron Stanley. 47. senior vice 
president and general ma n ager 
of Royal Bank of Canada's 
European operations. Stanley, 
an American who has been 
responsible Tor Royal Bank's 
large corporate and govern- | 
ment clients in Canada, | 
replaces David Pritchard. 50, I 
who has joined the UK’s T5B. 

■ Anne T Kavanagh has 
replaced James O’Donnell as 
head of NatWest's North Amer- 
ican equity division. NatWest 
Securities. O'Donnell has been 
appointed chief executive of 
HSBC Securities in New York. 

■ Peter Gelb, who joined Sony 
Music in 1993 from Columbia 
Artists Management, president 
of Sony Classical, the world- 
wide record label. Jean-Hugues 
Allard, head of international 
marketing at Erato Records, 
joins Sony Classical in Ham- 
burg as an executive vice presi- 
dent with responsibility for art- 
ists and repertoire and 
international marketing. 

■ C Randy Ellington. 43. who 
joined Bowater Incorporated 
in 1957. divisional vice presi- 
dent newsprint sales. 
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A t the beginning of 
March, Lord Mackay, 
the Lord Chancellor, 
agreed to exclude def- 
amation actions from a bill to 
facilitate civil actions by for- 
eigners in the En glish courts. 
The bill would allow them to 
sue for an act which amounts 
to a dvil wrong, or tort, under 
their own laws. At present for- 
eigners are precluded from 
suing in the English courts 
unless the act also amounts to 
a tort under En glish law. 

Peers feared that if the new 
law were extended to libel 
actions it would pose a threat 
to freedom of expression in 
Britain. They warned that a 
foreigner unhappy with com- 
ments published in Britain 
would be able to use a more 
draconian foreign libel law 
| against the British media. 

The change has been wel- 
comed. But in expressing fears 
about the imposition of foreign 
libel laws in Britain, some law- 
yers believe the peers have 
been guilty of glossing over 
defects in British libel laws. 

An indication of the Ameri- 
can regard for the UK regime 
came in January when a dis- 
trict court in Washington DC 
refused to enforce an English 
libel judgment against a US cit- 
izen on public policy and con- 
stitutional grounds. 

The case between Mr Vladi- 
mir Matusevitch and Mr Vladi- 
mir Telnikoff had its origins in 
an article by Mr Telnikoff in 
The Daily Telegraph in 1984 in 
which he was critical of the 
recruitment policy of the 
BBC's Russian Service. 

Mr Matusevitch criticised in 
a letter to the editor what he 
regarded as the article's 
“racialist views". The dispute 
went to trial in 1968 and after a 
series of appeals ended up in 
the Lords in 1992. where the 
law lords ruled that Mr Matu- 
sevitch's comments were not 
lair comment and a new trial 
should be held. 

The appeal court had ruled 
in Mr Matusevitch's favour on 
the grounds that there was no 
evidence of malice on his part 
sufficient to defeat the defence 
of fair comment. The law lords 
agreed there was no evidence 
of malice on Mr Matusevitch’s 
part but said nevertheless that 
in deciding whether his letter 
was fact or comment the trial 
judge should have considered 
the letter by itself, and not in 
the context of Mr Telmkoffs 
article. They also said that the 
question of whether Mr Matu- 
sevitch's letter was a state- 
ment of fact or merely com- 
ment was a matter for the jury, 
not the trial judge. 



Boundaries mapped 

Robert Rice on the validity of foreign laws abroad 


The new trial was held in 
March 1992. The judge 
instructed the jury that under 
English libel laws Mr Matusev- 
itch's letter was presumed to 
be false, that he bore the bur- 
den of proving otherwise, and 
that if he foiled to prove that, 
he was strictly liable for what 
he had written regardless of 
whether he believed it to be 
true or not The jury found in 
Mr TelnikofTs favour and 
awarded £240.000 in damages. 

In March 1993 Mr Matusev- 
itch received a letter at his 
home in Maryland demanding 
payment of the judgment He 
applied to the US district court 
for the judgment order to be 
set aside on the basis he had 
been denied rights of privilege 
and immunity under the US 
First and Fourteenth Amend- 
ments, which protect freedom 
of speech. The district court 
ruled that before a foreign 
judgment can be enforced in 
the US. it must be recognised 
by the state in which the plain- 
tiff is seeking to enforce 
it 

The court said that on two 
occasions US courts had failed 
to recognise English libel judg- 
ments on public policy 
grounds. It also said that 
English libel standards were 
repugnant to the public poli- 
cies of Maryland and the US 
and refused to recognise the 
judgment. 

In the UK the defendant has 
to prove that allegedly defama- 


tory statements are true and 
the plaintiff is not required to 
prove malice. Because the law 
presumes defamatory words 
are false, a defendant could be 
held liable for statements 
which he or she believed to be 
true and which were published 
without negligence. 

However, in the US. it is for 
the plaintiff to prove the state- 
ments were false and the 
courts will look at the defen- 
dant’s state of mind and inten- 
tions. Because of this, said the 
court, to recognise and enforce 
the English judgment would 
deprive Mr Matusevitch of his 
constitutional rights. 


F urthermore the US 
courts look at the con- 
text in which the state- 
ments were made. In 
this case the Englis h judgment 
was based on instructions to 
the jury to ignore context The 
court said, however, that if Mr 
Matusevitch's statements were 
read in context a reader would 
be aware that the statements 
were opinion mid not an asser- 
tion of feet 

The US has long provided 
constitutional protection to 
those who criticise public offi- 
cials by providing that they 
must prove malice to recover 
damages for defamatory 
remarks relating to their offi- 
cial conduct. This was 
extended in 1967 to cover a per- 
son not usually in the public 
eye who nevertheless enters a 


particular public controversy 
and thus becomes a “public fig- 
ure" for a limited range of 
issues. 

Mr Telnikoff had described 
himself as a prominent activist 
for human rights in the former 
Soviet Union and was therefore 
a limited public figure on that 
issue, the court said. That enti- 
tled Mr Matusevitch to all the 
constitutional safeguards con- 
cerning speech used against 
public figures. 

British lawyers believe the 
Telnikoff case leaves Eng lish 
libel law very isolated. Mr 
Braithwaite warns that if 
English law stands out from 
the rest it will be a magnet for 
litigation from abroad and the 
risk of conflicts with other 
jurisdictions refusing to recog- 
nise or enforce English libel 
judgments can only increase. 

Two recent decisions by the 
Australian High Court have 
introduced a “public official" 
defence similar to the US 
defence into Australian law. 
Mr Braithwaite says: “In an 
ideal world [the UK] parlia- 
ment would legislate to intro- 
duce such a defence. But it is 
so manifestly against their 
interests w legislate to encour- 
age media scrutiny of their 
conduct that it seems judicial 
legislation is the only way for- 
ward." 

England still needs its libel 
law. Mr Braithwaite says, but 
with some constituent parts, 
from other countries. 


Competition 
decision stayed 


In the first case 
.7 • to be brought 

®;!j. before the 
European 

Court on - the 
interpretation 

European of competition 
rules applying 
— — to liner confer- 
ences and the practice of inter- 
modal tariffing, the Court of 
First Instance last week partly 
suspended the operation of a 
Commission decision. 

The decision was suspended 
insofar as it prohibited tbe rel- 
evant shipping lines from 
jointly exercising rate-making 
authority in respect of inland 
sections within the Commu- 
nity of through-intennodal 
transport services. 

The case concerned the 
Transatlantic Agreement, 
under which certain liner ship- 
ping operators provided trans- 
atlantic international liner ser- 
vices for the carriage of 
container cargo. 

The TAA contained rules on 
establishing freight rates, on 
services contracts under which 
customers undertook to ship a 
minimum quantity over a 
given period in exchange for a 
lower than normal rate, and on 
a capacity management pro- 
gramme designed to limit tbe 
supply of transport in order to 
stabilise the market. 

The freight rates covered by 
the TAA related to maritime 
transport and to through-inter- 
modal transport: the latter cov- 
ered the transport of goods 
across both sea and land to or 
from a point inland. 

The agreement was notified 
to the Commission in August 
1992 for exemption from EC 
competition rules. In October 
1994, the Commission decided 
TAA provisions relating to 
price-fixing and capacity man- 
agement infringed tbe EC com- 
petition rules, that no exemp- 
tion from it be granted, that 
tbe unlawful practices be ter- 
minated, and that the shipping 
lines refrain from any agree- 
ment or concerted practice 
with a similar object or effect. 

Finally, the lines were 
required to inform customers 
with whom they had concluded 
service agreements that they 
were entitled to renegotiate the 
terms of those contracts or to 
terminate them forthwith. 

The shipping lines brought 
an action before the CFI for 


annulment of the Commission 
decision and by separate appli- 
cation. sought suspension of 
the decision insofar as it pre- 
cluded them from exercising 
joint rate-making authority on 
the inlan d sections within the 
Community of through-inter- 
modal transport services. 

For interim measures to be 
granted, applicants have to 
show urgency and a prtma 
fade case for suspension. As to 
prima fade case, the Court 
found that at least some of the 
arguments put forward by the 
lines appeared to be relevant 
and not entirely ungrounded. 

As to urgency, it was neces- 
sary to demonstrate a risk of 
serious and irreparable dam- 
age. The Court found that the 
Commission decision, if 
applied, would have the imme- 
diate effect of preventing the 
shipping lines from pursuing 
the practice of jointly fixing 
throngh-intermodal rates 
which had been current in 
Europe since the early 1970s. 

The lines argued the inter- 
ruption of this practice would 
lead to a general collapse of 
maritime transport rates. The 
Court found a drop in prices in 
that sector could have a big 
effect on the level of rates 
charged which in turn could 
affect the regularity of mari- 
time transport 

It also found there was a 
danger some carriers could dis- 
appear from the market Such 
effects, the Court held, implied 
big changes to the framework 
in which shipping lines oper- 
ated which might be difficult 
to reverse if the main annul- 
ment action succeeded. 

As the immediate application 
of the Commission decision 
risked irreparable damage to 
tbe shipping lines and compro- 
mising the stability of the mar- 
ket, the Court said the balance 
of interests required that the 
operation of the Co mmis sion 
decision be suspended insofar 
as it prohibited the lines from 
jointly exercising rate-making 
authority in respect of inland 
segments in the Community of 
through-intennodal transport 
services. 

T-395/94 R Atlantic container 
Line AB and Others v Commis- 
sion: Order of the President. 
CFI March 10 1995. 

BRICE COURT CHAMBERS 
BRUSSELS 


C&C tor Human Potential 



NEC. 

The technology of happiness. 


One of the best ways of finding happiness is living up 
to your potential. Whether in business, the arts, or 
the sciences. NEC is a company dedicated to human 
potential, creating technology that elevates you to 
the upper reaches of your abilities. From PCs and 
chips to the latest in multimedia technology. Find a 
creative solution. Process new information. Develop 
artistic expression. Reach your lull potential. It’s the 


key to happiness. And the spirit of NEC. 
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MANAGEMENT 

Easdaq gets a 
step closer 

Enthusiasm grows for a European 
Nasdaq, reports Richard Gourlay 


TECHNOLOGY 


Y en hire capitalists and 

securities dealers meet in 
Geneva tomorrow to tat™ 
Europe a step closer to opening a 
version of the Nasdaq market, 
which has successfully raised 
capital in the US for dynamic 
young companies. 

It is the first time the European 
Association of Securities Dealers 
(EAS'D) has met since it was 

formed late last year with the aim 

of setting up the Easdaq market 
at the start of 1996. 

The enthusiasm for Ragbag 
among dealers and private equity 
investors is despite 

the launch of an Alternative 
Investment Market by the London 
Stock Exchange last month and 
noises from Paris that the French 
bourse is planning something 
similar. Yet the association is 
discovering the devil in the detail, 
running into a number of mainly 
regulatory obstacles that could 
reduce Easdaq’ s chances of 
success. 

The rationale for trying to 
establish a pan-European stock 
market for dynamic young 
companies is well rehearsed. A 
steady stream of mainly 
technology -based European 
companies is crossing the Atlantic 
to seek a Nasdaq listing. Some 
estimates suggest as many as 100 
companies are talking to US 
brokers about Nasdaq listings. 

Hus flight depletes Europe's 
indigenous technology base and 
its ability to create jobs because 
many of the companies raising 
capital relocate to the US, 
according to the European 
Commission. 

From an investor’s point of 
view, creating a more active 
market in young company shares 
than now exists in Europe would 
provide an easier way to realise 
their investments in private 
companies. Professional investors 
argue a better established exit 
route would encourage them to be 
more enthusiastic about investing 
in budding companies in the first 
place. 

The main problem for Easdaq 
revolves around whether 
companies floating on the 
exchange would have full “listed” 
status or would simply be 
“accepted for trading or 
“quoted”. Under ED law, a 


company can only be officially 
listed in a member state if it has a 
three-year trading record. Many 
of the young companies seeking 
capital would not have that 
record. 

There is a deeper problem with 
listing. The Investment Services 
Directive, which comes into effect 
in 1996. gives brokers authorised 
in one market a “passport" to 
operate in all other countries. It 
will also provide a passport to the 
Easdaq exchange - once approved 
in the Netherlands, for example, 
it will be a recognised market 
throughout the Community. 

Yet the new rules mean that 
acceptance to a list in one country 
would not confer “listed” status 
throughout the Community. 
Regulators ore worried that there 
would be confusion about which 
body had the competence to 
oversee a market with multiple 
official lists. 

A simpler option would be for j 
Easdaq companies merely to be ■ 
“quoted*. Companies seeking a 
quotation would produce a 
prospectus for approval by a 
regulatory authority in one 
member state - the Commission 
des Operations de Bourse in 
France or the Securities and 
Investment Board m the UK, for 
example - and brokers could then 
market the company throughout 
Europe with the passport 
provided tender the Prospectus 
Directive. 

But in the past, institutional 
investors have tended to limit 
their investment in iWHutori 
companies or not invest at all. If 
these institutions stayed away 
because Easdaq companies were 
only “quoted”, Easdaq would lose 
a valuable source of liquidity. 

Ike problem is not 
insurmountable for Easdaq. One 
option is to have a split market 
Ctae section wouldhave 
companies listed in a limited 
number of countries and another 
part of the market would provide 
companies access to a quote. 

Whatever solution the EASD 
concocts will be subjected to an 
early market test -Fundraising for 
the first tranche of the EculOm 
(£73m) equity needed to get 
Easdaq off the ground is Bkely to 
begin in earnest soon after this 
week’s meeting in Geneva. 


T he common reaction on 
being told you have to wait 
is to think of taking your 
custom elsewhere. And yet 
last summer when the receptionist 
at a California restaurant told us 
that our table would not be ready 
for SO minutes our party spent the 
time arguing about who would 
curry a vibrator in their pocket. 

Until 10 years ago the restaurant 
industry fought shy of technological 
innovation. Outside the kitchen it 
was considered a low-skill industry 
where it was easier to hire, train 
and fire than invest in hardware or 
systems. 

This began to change with elec- 
tronic hand-held order pads. These 
transmit the order directly from the 
waiter to the kitchen by radio sig- 
nal. Linked to a computerised bill- 
ing system they control the food 
and beverage inventory and print 
the bills. Walk into the dining room 
of even somewhere as elegant as 
the Rita, Piccadilly, and there is 
such a system, albeit one hidden 
from the diners by a marble casing. 

It Is therefore ironic that a simple 
piece of technology designed to tell 
waiters that their customers' food 
was ready for collection has not 
only swept through the American 
restaurant industry and is currently 
being Introduced Into the leisure 
divisions of the big British brewers 
but is also proving effective in max- 
imising staff efficiency and shorten- 
ing queues In American car dealer- 
ships, grocery stores, hospitals and 
even places of worship. 

In the mid-1980s Dave Miller was 
running a busy restaurant on a 
waterfront in Florida. “On a Sunday 
we'd take $40,000 {£24,4001 On Mon- 
day Td play golf with my friends 
and the/d tell me how bad the ser- 
vice was.” Miller turned to Bon Hal- 
liburton. inventor of the automatic 
dollar bill ebanger, for assistance. 

Six weeks later Halliburton came 
tip with a prototype, using a games 
cartridge and the motor casing from 
a child's car. Plugged into the 
mains, operating on a low band 
radio freq uenc y similar to an auto- 
matic garage door opener or a baby 
listener and with large, grease-proof 
buttons, this pager sent a radio sig- 
nal from the kitchen to a pad 
attached to the waiter which 
started to vibrate when the food 
was ready. Waiters could spend, the 
rest of the time looking after diners 
and Miller immediately saw an 
increase in customers’ average bills. 

In 1968 Miller raised $500,000 to 
form JTech in Pompano Beach and 
took a stand at the National Restau- 
rateurs Convention in Chicago, 
which brought in $70,000 worth of 
sales. Last year sales topped $8m 
and will reach $15m in 1995 with 
more than 35,000 waiter paging 
systems installed in the US from 
Marriott Hotels to Hard Rock Caffes. 
Having started in a 1,100 sq ft fac- 
tory, JTech will later this year 


Nicholas Lander on the latest 
electronic gadget to make waiting 
in restaurants less of an ordeal 

Pager on 
the menu 



The hand-held order pad notifies waiters when customers’ orders are ready 


move into a new 40,000 sq ft factory. 

JTech’s appeal was its use of 
cheap, durable technology - a sys- 
tem far a 60s eater restaurant costs 
$750 - and its simplicity. It might 
have stayed appreciated but 
unknown behind the swing door but 


to patron paging. The receptionist 
would hand a pad to a customer 
and ask him to wait in the bar or 
anywhere within a quarter of a 
radius (this can easily be boosted 
with antennae such as those in use 
at Disneyworid or by wsfag JTech’s 


More unusual orders have come from an 
animal clinic where every announcement 
over die tannoy set the dogs barking 


far the decision of one restaurateur 
to take the system out of bis 
kitchen and into the reception. 

Here the problem was .too many 
customers and their reluctance to 
wait for a table. Now the paging 
system changed from waiter paging 


new model d«ngnad for hotel room 
service). 

Intrigued and charmed by the fact 
that their conversation was- not 
interrupted by a loud tannoy sys- 
tem but merely by a gentle vibrat- 
ing noise in their pockets, custom- 


ms happily waited for a table. And 
they quickly began to think of how 
they could use these pagers, no big- 
ger than a cigarette packet. In their 
own businesses to page staff or cus- 
tomers and consequently reduce 
noise pollution, a big concern in the 
US. 

Pagers now contact staff in large 
car dealerships, invariably in resi- 
dential locations, or nursing staff in 
hospitals. In Wal-Mart, one of Amer- 
ica's biggest retailers, pagers are 
handed out to those waiting for a 
prescription or a film to be devel- 
oped so that in stead of waiting in a 
queue they can carry on shopping. 

More unusual orders have come 
from an animal rlinlr in Chicago 
where every announcement over 
the tannoy set the dogs barking, 
from the Red Cross Ln Phoenix 
which now organises its blood 
donor visits to offices without dis- 
rupting their working day, and from 
a group of 200 churches. These run 
creches during the service and dis- 
tribute pagers to parents in case 
they need to be summoned to an 
unhappy child. The extra atten- 
dance and increased contributions 
to the collection plate have covered 
the cost 

During a visit to the US last year 
Adam Fowle, managing director of 
Bass Leisure Entertainments, was 
handed a pager, for the past two 
months JTech’s pagers have been in 
use at Bass's Hollywood Bowl in 
Taunton. Somerset. Here, in addi- 
tion to its more normal applica- 
tions, pagers are used to summon 
the “lane patrollers” who deliver 
food and drink to the bowlers. 

Bill Fawcett, Bass project man- 
ager, is convinced of their potential 
for the UK leisure industry, particu- 
larly given their low cost, and will 
introduce them next month into the 
Washington Bowl, Durham, where 
they will be handed to those 
waiting for a bowling lane. Faw- 
cett's main concern remains that 
the pagers will not be handed back. 
This has so Ear proved unfounded, 
with only one going missing in 
Taunton. JTech acknowledges this 
in Its pricing, charging $49 for a 
replacement pager instead of the 
normal $89. 

Miller attributes the success of 
his company to the creation and 
application of a highly flexible, low- 
tech product to an industry that 
would not even consider it if it were 
more sophisticated and more expen- 
sive. “We know that in the market 
place for silent pagers we’re up 
against a giant in Motorola. But in 
this battle we like to think of bar- 
selves as the Vietcong. Every so 
often we put our heads above the 
parapet and pick off a niche market 
We’ve got 97 per cent of the patron 
pager market mad 95 per cent of the 
waiter pager market in America." 
And, he adds in a real all-American 
vein: “As a company we're real, real 
aggressive.” 


Diesel 
finds a 
rival 


A Danish company has 
developed a replacement 
for diesel fuel with very 
low soot and nitrogen oxide 
I emission levels. 

Haldor Topsoe, which speci- 
alises in catalyst engineering, 
says the fuel would be ideal for 
use in heavily polluted cities 
such as Mexico City or Bangkok. 
It can be produced from natural 
gas, coal or biomass. 

The fuel is a colourless gas i 
called (Umethylether. DME is 
produced by dehydration of 
methanol for use as a propellant ! 
in spray cans, Topsoe, however, 
has developed a technique suit- | 
able for production of DUE ; 
from natural gas. 

Topsoe claims that a DME- 
driven diesel vehicle would have 
no problem meeting the strin- 
gent standards for soot particle 
and N Ox emissions which will 
be introduced in California in 
1998- No diesel engine using 
conventional fuel has been able 
to meet these standards. But 
DME would not reduce carbon 
dioxide emissions. 

Topsoe’s own results bave 
been confirmed by Navistar, the 
US diesel engine manufacturer, 
and AVL, the Austrian vehicle 
research institute which speci- 
alises In testing diesel motors. 

Neither the conversion of 
existing diesel motors to work 
with DME nor transport of DME 
pose problems, says Finn Joen- 
sen. a product leader at Topsoe. 

Conversion of existing engines 
to function with DME is a sim- 
ple process. Transport would 
take place in pressure tanks 
using existing technology for 
gas transportation. But utilisa- 
tion of DME requires large-scale 
production in plants producing 
5,000-10,000 tonnes a day and 
costing $4QO-$700m to bnild. 
Even on this scale, the company 
estimates that DME would cost 
10 to 20 per cent more than nor- 
mal diesel fueL 
The production process devel- 
oped by Topsoe uses steam 
reforming of natural gas, fol- 
lowed by conversion from the 
reformed gas into DME over a 
proprietary catalyst. Topsoe has 
notched up 12,000 boors of pro- 
duction in pilot plant 

Hilary Barnes 


BUSINESS OPPORTUNITIES 

READ&& ARE RECOMMBtDED TO SSKAPPROPMATE PROFESSIONAL ADVICE BEFORE ENTERING INTO COWATMEKTS 



£ JW With ‘Packaged Finance* you can say ‘YES’ to: 

J7 Flexible finance; increased financial headroom over 

your masting overd r aft; maximising your sales; finance 
'Jf tor export sales; stock finance to meet seasonal peeks In 
W your cashflow; accelerated profit growth and a financier who 
W fully understands your business. 

“ If your business has an annual turnover of at least £1 million 
and you would like to find out how our flexible funding can 

rsirzz sr* oisi 727 2000 



JOIN IN A GRAND NATIONAL TOUR 

Noel Coward’s speDbinding pageant of British life, 
“CAVALCADE”, will be touring Number One theatres this year 
in a spectacular production involving 300 extras. 

For details of how to invest in this production, 
please contact Lorna Anderson. King’s Head Theatre, 

115 Upper Sheet, London N1 1QN. Tel 071 226 8561 

Invcsm** in d* dxatn: Is highly speculative, Has advettiscaail has been 
approved under The Financial Services Ad (1986) tty a company aepilaud 
in the conduct of Investment business by The Law Society 



If you have contacts to manufacturers of hntury jpods and wwld hkew 
procure adiwriscments for oor annual catalogue, then you are tbengfa aot 

success commission. Please send ns your complete Wlth 

photograph, explaining bow yon wcnld be an asset to our conipany- 

DanVUfe Internahonal GmbH 
EEsabedistrafie 14 
D40217 Ddsseldorf 


PUB COMPANY - £2M REQUIRED 


PIC or investor Required to provide baridr* ofupto E2mfflton 
(security available) » allow experienced operators to take 

S» rf urgent 

approach vw have an almost guaranteed 

start life witri a £10 million turnover and projected proHsof 

SS cLftfkw «B reduce » 

vwfcttBKaaaBftnwjwwM. 
rwiP Snrehwak Bridge, Lon don SE1 QHL 


NJ TRANSIT 

ntannwan Department - Bm rijoon 

One Pwm Plaea East 

rilWAHX. Niw JDBCY 071 OS-2246 


NOTICE OF PROJECT 


Notifications are being sought fTOm firms and consortia wishing 
to participate in the Hudson-Bergen Light Rail Transit Project 
The project involves the design, construction, equipment supply, 
operation, maintenance and partial financing of a 20 mile Light 
Ran Transit system to serve the communities of Bayonne, Jersey 
City, Hoboken, Union City, Weehaken and North Bergen In 
northern New Jersey. The first phase of the project wiH involve 
approximately 10 miles located primarily in the central, western 
end southern sections of the alignment. 

The project will be undertaken on a turnkey basis and wlH 
require that the successful firm or consortia Design, Build, 
Operate and Maintain (DBOM) the system on a tong term basis. 
FTA funds wH be used, and some Contiectorauppfied financing 
wOl he required. 

This is not a solicitation for bids or proposals. NJ TRANSIT 
wishes to establish effective two-way communication with 
prospective major participants. Firms or consortia wishing to be 
considered as lead or principal supporting firms should contact 
the NJ TRANSIT Project Team by maO or fax to obtain a Notice of 
Project Response From: 

NJ TRANSIT 
2 Journal Square Plaza 
Jersay City, NJ 07306 
Facsimile: (201) 420-8583 
Attn: LRT Notice of Project Response Form 
Requests for Response Forms will be accepted starting March 6, 
1995. Firms ere encourage to submit request as soon as 
possible after the starting date. 


OFFSHORE 

COMPANIES 

SV LAWYERS 
IMMIGRATION 
8l TRUST EXPERTS 





SCF 

IKTERHiTIONlLmJST4M4SftSD.ICWrca.lLC 

LONDON OFFICE 

TEL; 44-171 3322Z74 lk 44-171 873 96SS 

UK FREEPHONE 

0800262856 


BECOME A PROFESSIONAL 
FUTURES & OPTIONS 
TRADER 

We have the know how, training and 
success to show you. [Home 


MAJORITY SHAREHOLDING 
IN SMALL WEST END 
PRIVATE BANK 

FOR SALE 

Principals only. 

Replies loc Bos B3&S2. Financial Tin**, 
One Samhwark Bridge, Leaden SE1 WL 


Established 

MOTOR FINANCE CO. 
seeks 

New Capital for Post 
Recession Expansion. Equity 


Full/pan fine, run from home. 

Ftr free info pack call 
Techno-Trade 01B1 5089323 


BEEKIMQ EQUITY CAPITAL? Reach 
1000 break** and BushBSSAn|jBls1oroiil|f 
C 10 J ♦ WCT. Tt* AP Business n Business 
Butorin 01 71 -434 9981 


PROJECT AND CQUUEHQAL funding 
aratet*JtoUXanflUwnstfnrWeBeras.An(pj 
American Group Pit Tefc01B24 201 38S 
F®e 01924 201 377 


JVs considered min £5 00k. 
Please write to: 

19 Sflwood Road, 
S nnninghill SL5 OPY 


CHANNEL ISLANDS 

Ogslwre Company Fannaikx 
and Administration. Also Liberia. 
Panama & BVT etc Tbtal offshore 
facilities and soviets. 

For details *ai appoimdwai wme 
Cm? Trim Ud_ Belmont Um 
2-6 BdmuDl M, St Hdiei. ietsey, CJ. 
Tel: 0534 Wm. Fia 05JJ 36401 
Tlx 4)42227 COFORM C 
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thtercsfef* Send |M JfOtifc in Bn No. 

B3657. Financial Tfax*, 

1 Sooth wad, BridiK.UiiidaB.SEI OKL. 
Attn. Niiei Kffog, Earopeaii Dtroanr. 

Markrtins International. 


Foothold in the EEC 

Are yon interested in acquiring a 
successful importer dealing 
mainly in textiles with good snpply 
sources in Asia and a strong base 
of regular customers in Italy? 


TMB8QnnslzedtaiBi|uuiylas8laBg8tam9iig 
And soHdrepotall on, as oxcellflBt risk profile 
And vary e xp e rienc ed and capable manage- 


An Attractive opportunity far companies 
looking far a foothold is the EEC or wanting 
tosqMuidthBfretistlAgACtivffieBLYoiureply 
wIB be treated in the strictest confidence. 


m. m» Cdno, CWn DtatanA Mot Pika 
AatratoUft 2MM1 Aerate Bxluxa (Una* Ba&t 
Fhou & +3MM09U& m +SMM0SSM5. 


MINIMUM £1,000,000 

We are Corporate Finance Consultants, established in 1974. 
With a major UK Institution, we will consider quality 
Financing Proposals in the UK and Internationally. 
Principals only should write to: James S. Maude & Company, 
75-77 Moscow Road. London W2 4XW Fax: 0171 221 1196 


INTERNATIONAL FUND NEEDS 
INVESTMENT BANKERS B doal wOl Ntfl 
nix worth inAMuBb. banks. Insura n ce eo. 
and hjnds. Excetorw compansadon and 
D ona to . UuU ham 10 yn expartenca Fan 
resume New \M2i2'75Sei 37 


Data yoar bactooa Bead eqaltj capital? 
/wJjjN Borinas Angcab»cX2QbCm *> knc*. 
k^ws/Msarwfstapaiaaaj. W0**ST9999 


BUSINESSES WANTED 


WANTED 

Specialty Chemical and Engineering 
Manufacturing Companies 

We are seeking acquisition opportunities in the UK and Europe. 
Profitable companies in the £5m to £50m t/o category where 
highly skilled reclmical/financial/rnarketing resource can help to 
increase profitability. 

Please send details to in dude 3 years audited aconunfs to: 
Box B3654, Financial Times, 

One Southwark Bridge, London SEt 9BL 


PERR0TT ENGINEERING GROUP LIMITED 

Seeks further compatible businesses e.g. ten manufacture, air 
conditioning equipment, dust/fume control, laboratory 
equipment. Turnover say £VsM to £4M. Current profitability 
not critical. Principals only please write in confidence to: 

G.L Perrott (Chairman), “WoodroycT, Ughtdiffe, 
Halifax, HX3 8PS. 
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OPPORTUNITIES 


WANTED SMALL 
CARGO VESSEL 

Canying capacity between 
300-500 metric tons. 

Contact 

CHECEPARKLTD 
Icf. 0181 3777 Fax. Otfil 567 1065 
TLX. 262%8 MOHMED-C. 


WANTF.D 

IMvOPERIT C:OMP.\N 1 KS 


• Invexnnent or development 

• High ykMrtg property ponfbfi* 

• Midtsods, North. North Wetf 
preferred 

- Substantial funds available 
Details to: 

Tony Locgworti 

Winder Group, Cokbrookc, Pepper St 
Cbeiford, Cheshire, SK11 SBO 
Tel: 01625 861326 Fax: 01625 5S6I80 


MercuriUrval 


AUCTIONS 


EQUIPMENT NO LONGER 
REQUIRED IN THE 
CONTINUING OPERATIONS 
OF 

DIGITAL EQUIPMENT 
CORPORATION 
Westfield, MASS, USA 
ULTRAMODERN SHEET 
METALWORKING PLANT 
AUCTION 29 & 30 Man* 
For details contact: 
NORMAN LEVY 
ASSOCIATES INC 

COVENTRY 
TH: 01205 632 277 
Fax: 01203 632 226 

la coq|nacttoa «idi 
JOSEPH FINN & CO INC 
Newton, MASS, USA 


OFFICE EQUIPMENT 




COMPUTER CO 
MOVES SURREY H.Q. 


Large quantity of quality furniture project 
& paragon L/oak desks rosewood desks 
giroflex chairs, reception seating. 
Large cupboards & conference tables- 
All in very good condition may be 
viewed in Kingston or in the City. . 

Ring 

0X81 549 4848 
OR 

North of England 01642 223353 


OFFICE FURNITURE 


Due to city bank order postponement we have 
a large quantity of quality executive and 
system ranges -conferences and receptions. 
Large choice of veneers: 

(Walnut, Rosewood, Ash etc.) 


with discount of up to 40% from R.R.P.! 


London Showroom for viewing 
Please contact 


LINEABURO LTD Tel: 0992 504530 


CANCELLED ORDER OF EXECUTIVE FURNITURE 

ALSO BANKRUPT STOCK - NEARLY NEW FURNITURE 


KEUUL 

Oak and Gray Omits (Nm*) E 239.00 El 

E»cukv*tie«talnCherTy/L^ £ 810.00 £2 

Ova! Board Thbfc& 8-10 people (New) £1,995.00 BT 

OatfCtierry/uapte, io-u people E2.4JXJ.00 29 

New Ugh! OoMiBy tfesfctouityedasiai £79500 £21 

Ntwuly now Light O** Tamrioix Storage 

Units he. fifing and shrives S 965.00 £2 

Many chats end ether eompBmmtary stocks avaUaU* 

TWs 0171 402 1339 Far. 0171 706 0998 


DISCOUNT HBCS 

E 8200 
£295.00 
ESI 5. 00 
£999.00 
£275.00 
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On the instructions of Messrs. A. J. Barrett & A. V. Lomas - Joint LPA Receivers 


BYRON HOTEL 
QUEENSBOROUGH 
TERRACE, LONDON W2 

• Totally refurbished in 1988/89 
• 42 en suite letting bedrooms 
• Established trading record 


HOTEL TRI A 
ST STEPHEN'S GARDENS 
LONDON W2 

• 41 en suite letting bedrooms 
• Overlooking attractive gardens 
• Possible alternative uses 


BUSIMESSES FOR SALE 


BUSINESS FOR SALE 

Insurance Agent's Business 

Levy Gee ft aw been retakted ay a eflsnt I a assist with the dispose} c# the 
above concern. 

Princfpai features indude: 

♦ Miitipte trading outlets hi the North West ot England. 

♦ Established customer base wim annual recurring tees. 

♦ Long trading history. Mbdure ot freehold and leasehold premises. 

AS interested partes should contact John Hunt, quoting reference M0803, 
at Levy Gee, Maxdov House, 337/341 Chapel Street, Manchester M3SJY. 
Tel: 0161-836 2843 Fax: 0161-8328405 


Offers in excess of £2,000,000 for the Offers in exet 
freehold property, subject to contract I freehold prop 

Coniiun Derek Gainmuye or Dominic Murraj 


Offers in excess of £1,000,000 for the 
freehold property, subject to contract 


LONDON 

Knight Frank 

0171 629 8171 

ZZ & Rutley 

1 N i,-v : \ T 1 >1 .v.u 


20 Hanover Square 
London Wilt 0AII 


The Joint Adminismtive Receivers, C M Haig & JB Stephenson of Neville Rasscil 
Oflv lor Sale the Budness & Asets of Lope Industrial Services Ltd. 

COMMERCIAL CATERING EQUIPMENT 
SERVICING & MAINTENANCE 

■Iso MECHANICAL SERVICES DIVISION 

□ Established Business with Bread Customer Base 

□ Fully Equipped Freehold Premises in Welwyn Garden City 
Cl Strong Lucul Authority Approved Listing 

Q T-O to year end 3I/Q3/94 (approx, i £1-308 nuliioti 
Contact: Edward Synnnms & Partners, Reft HEM 
Tel: 0171 4078454 Fan 0171 403 1947 


Mail Order/Lingerie 
Company For Sale 

London based mail order and retail business. 
Sales turnover £30UK and rising 
at high gross margin, yielding an 
excellent return to owners. 
Enormous list of regular purchasers kept 
on computerised database. 

OFFERS INVITED 

For further details apply to: 
Henry I Pewlow 
Telephone: 0181 907 9894 


BUSINESS 
FOR SALE 

Due to Retirement 


Company with 35 years 
experience and turnover to 
£2 million. Freehold premises 
of 10.000 sq. ft in Surrey ftily 
equipped with modem plant for 
the design, manufacture and 
erection of curtain wailing 
windown systems and rooffights. 

barrel, ridge and wanted. 

Wire to- Bo* B36SS Freandal Times. 
One SouhnMfk EJndgt. London SEl 9HL 


TEXTILE CO. 

Soft Furnishings Co. for sale. 
Manufacture & Retail. 
Established, Brand Name. 
Turnover £5m, seeks merger 
ideally within similar sector. 
Send details of your 
Company * 
and products to: 

FINANCIAL CATALYSTS LTD.. 
7A Church Street, Southwell. 
Notts, NG2SOHQ 


PRECISION ENGINEERING 

unique opportunity in Cambridge 


• Spacious machine workshop 

• Qualify plant and equipment 

• Talented workforce 

• Turnover of @ £2.0 m assured 

For further information contact: Mr David Hill, The Hammond 
Partnership, 13-15 Foloate SL London El 6SX. Qi 71 2476455 


FOR SALE 

Contract Cleaning & Support 
Services Company 
Opcruriug in London & 
Home Counties. 

T-0 £6m good management 
team and profits. 

WnLt! t«: 

bu\ {?{•>&. Fiiuiuuu Time*. 

Oik S.ilOiuarii Brnfae. LwaJun SEl UHL 


Excejtionallj - Established 

PROFITABLE BUSINESS 

WITH SUBSTANTIAL PROPERn 

Mitultd in a prwntaeni NW Town. 
Basil* urnugid with iroacmloas 
scope Tor increased protds. Good 
secure income suitable CGT roBmec 
Profiis circa t-WQK PA. 
Priodpak only jppiy Box 
Financial Times. On. >-nufrv. art. 
Bridge. U-mko. St I VHL 



RESTAURANT 
FOR SALE 

3m FFr. 

Exceilenf location m Paris. 

Tel'Fav 43 03 62 77 
or Tel: 40 30 93 27 


OPPORTUNITY TO PURCHASE BUSY 
FREEHOLD RESTAURANT tooled 
cl f-li--Dcna 65 ccwcra plus 100 
olcmd A-tiple kucJien ar*3 swage 
Acsssid Haeaessmg Satan, sid scope tor 
SjW ctpansun Investment Coca E250X 
2 sad «= aaove avaiade rax Pnnopcta 
arty c=nu=> CUPS to 02J3 544250 W 

hittV rrf jrrsafOfT 


TRANSLATION 

AGENCY 

Old established Lo.idun based 
translation agency with blue chip 
clients including banking, 
insurance, pharmaceuticals, 
publishing etc. Current turnover 
approximately i. i 2i1k Tt« tv 
relocated within the acquirer's 
premises. 

Apply to 

M A SHULMAN FCA 
fade Securities Limited. Acre House, 
11-15 William Road. Luodon NWI 3ER 


Business 

Marketplace 

The Comp nr be craw International 
Business Opportunity Magazine 
Busincv-cs For Sale. Businesses 
Wanted. Finance Needed. Auctions. 
Tender. Imcsrrnenr Properties. 
Agents Wanted and Much Mure. 

TO ADVERTISE OK 
Sl-BSCRIBE CALL 

Tel: 01753 891000 
Fax: 0753 880342 



BUSINESS SERVICES 


ATTENTION COMPANIES 

We are a leading building and project development company offering companies, interested in Germany, 
the following services: 

- Consulting Service: to recommend potential industrial and commercial projects, prepare 


- Consulting Service: to recommend potential industrial and commercial projects, prepare 

feasibility studies including financial returns and to assist with all 
aspects of procurement 

- Project Development: to act on behalf of companies requiring project development and 

Project Management Services. 

- Commercial Management: offering property administration. Maintenance and Marketing services. 

- Joint Ventures: to combine our Knowledge and experience in joint projects. 

- Building & Construction: to build and construct with a quaranteed fixed price contract. 

AND YES, WE DO SPEAK ENGLISH H 

For details please contact Mr Karl Schindlegger, General Manager 




OPEL sS "VT 

W0HN & GEWERBEBAU 


Opel Wohn & Gewerbebau GmbH 
N«~uwerkstra& 1 
D-99084 Erfurt 

Germany 

Tel: 01049361/59010-0 
Fax: 01049361/5901010 


Premium offices 
and services at a prestigious 

address & 

Fully equipped and serviced offices available on a daily, 
weekly or monthly basis. Secretarial and translation servi- 
ces. Personalized telephone service. Meeting facilities. 

££ VIENNA: tel: +43-1 334 3° 66b, fax: +43-1 53503O7 
4^} BRUSSELS: tel: +32 2 33uSfaSo. fax: +32 2 53oSoflO 
ZURJCH/BASLE/CENEVA/ZUC: 

US* icl: +41-1 214 t»2o2, tax: +41-1 214 05 IV 

LAUSANNE: tel: +41-21 641 1313, fax: +41-21 Ml 1310 
dQSSELOORF/ AACHEN /BERLIN /COLOGNE/ FRANK- 
FORT/ HAMBURG/ LEIPZIG/MUNICH/NUREMBERG/ 
STUTTGART: tel: +49-2102 420' **». fax: +49-2102 420 Obb 

O BARCELONA/ MADRID/ VALENCIA: 
tel. +34-3 414 lySB. fax: +34-3 414 5243 

PARIS/ BORDEAUX/ LILLE/LYON/ ROUEN/ 

REi\ N E S/ MON TI’ELLIER/ MU L HOUSE /TOULOUSE: 
tel: +33-1 4H 21 95*5. fax: +33-67 69 74 69 

O MILAN/KOME: tel: +39-2 4819 4271. 
fax: +39-2 4S0 13233 

ate | CASABLANCA, Sheraton: 

,aBF tel: +212-231 7H78. fax: +212-231 3141 

AMSTERDAM/ UTRECHT/ MAASTRICHT /THE HAGUE: 
tel: +31-20 5207303. fax- +31-20 52075 10 

LISBON/ PORTO: tel: +351-1 3357435. fax: +351-1 35578=4 
0 MOSCOW: tel: +70-9? 157 720b. fox: +70-9? 1577442 

WORLD-WIDE BUSINESS CENTRES* N“ 1 in Europe 

Headoffices: 

EUROPE, EBS AG, Baturhofstrasse 52, 8001 Zurich 
tel; +41-1 214h2t>2. tax; +41-1 214 6519 
USA. Madison Avenue 575, Suite 1006. New York 10022 
tel: +1-212 tHl5 02 111* lax: +1-212 308«R34 


Aft HA Beraiunqs -• GmbH 
f lUlVl Consulting Ltd Co 


Trustee /ACtnrtstranon 
Bookkeapng / Taxes GH 


Your reliable Partner in 
SWITZERLAND 

tor individual business support 

Arrange »our appointment with Mrs. H. GOtteger. 

LagereJrasse 14 ' POB2064 / CH - 0600 Dutendori 2 
Telefan +441 (Op 820 02 1 1 Telefax -t-t4i <0)1 8200331 


SAVE ON INTL 
PHONE calls; 

I USA only 24p per min 
I AustraBs 40p per min 
I Ast< about our law rates 
W rr __ ta other countries! 

^kafj back 

Freephone: 
I CaO: 0800-06-4016 

I Fax: 0800-96-4015 

I Can USA: 1-306-21 6-61 61 
I Fax USA : 1-206-216-6262 


• By phone n 5 tnrenea 

• Free name reservation 

• Saivtif bunas* tor o*er I5ytn 
Registered Agents, Ltd. 

302-421.-5753 


ENGUSH-OERMAN (naSvol tweinws 
fta n sla a o ns. W Pn. ivoMktg and labels. 
«S 0582 507 193 


Save 50% On 
International 
Phone Calls 


U*-USA Sore 50% - I7p/mia 
San 30% - %/nii 
Sen 40% Mp/am 
50% - 22a/ 

UK-An inta San 30 % - Z9p/ mm 
ai to LTamem 
CALL HOW FOR DETAILS} 
Tol 01 81 -490-5014 
Fax 0181-568-2830 
Dial Int. Telecom UK 


TFTTrrrrri , 
liilii LUlliJi i ii J ii J k d 


JERSEY 

Channel Islands 

Wktc range of ofisbore services, 
iod. ibe establishmcm. 
OMBgtantfM and administration ot 
Jenc> and otfier oRsbore 
companies and trusts. 

Please contact Clive Guiflou BSc. 
ACA at Asbury Manage me nJ 
Services Ltd. 3 Bath Street. 

St Helier. Jersey JE2 4ST, C.l. 
Tel: 0534 SU7935 
Fax 0534 507936 


WELL KNOWN, 
HIGHLY RESPECTED 
AND ESTABUSHED 
INDUSTRIAL 
PROCESS CONTROL 
CONTRACT AGENCY'. 

Id diffi cult financial 
situation due to 
recession. 

Quick sale wanted, wish 
to retire. 

Write to Bo.\ B3651. 
Financial Times. 

One Southwark Bridge , 
London SE1 9HL 


Ruche 

Ross 

& 


(In Administrative Receivership) 

P L. TWO. -V M. O. BW. 
offer for sale the business and asaA-ts of the 
Products: 

■ Mixed How Ians and dampers. 

Suppliers to: rc |inerv / industrial projects in 

■ Worldwide Oil .Majors and eanoua rUmer 

Europe and the Middle and Far Ea»t. 

Turnover: 

■ Circa. A. 3 million. 

Assets: . , t f ree hoid premises in 

■ Brand new purpose built 2+.WU ->H r 

Nevip^rt, GwenL 

■ Enaineerine and fabricating plant and machinery. 

■ Stock and Work-in-Proenss. . f 

M Signiltom order book .vith order, reaffirmed po»-reee.,er^p far 

the nexi three months production. 

Given die exprosdtvui ofintc-rest already received, only P ' 
purchasers who are able to the business and complete a purchase 

widbin a short rimescole should respond. , _ 

.An information pack is obtainable by contacting Miss Sarah Bales 
for .Mr K L. Thurston, the joint Administrative Re«,ver at 
Touche Ross & Co., Queen Anne House. b9-71 Queen Square, | 
Bristol BS14JP. Tel: <0 117 1 921 lb22. Fax- iOI 17| 929 -801. 




Mail Order 
Clothing 

Catalogue Business 
& Mail Order 
Fulfilment Facility 

London. Own Designs. 

Fully Computerised. 
70.000 Name Database 
Suit Retailer Expansion 
into Mali Order. 
Alongside Existing 
Catalogue. 

Write to Box B3576. 
Financial Times. 

One Southwark Bridge. 
London SE1 9HL 


An opportunity exists to acquire a 
weB astabtiehed computer software 
company with excellent ongoing 
contracts and maintenance stream. 
Revenues in excess of 
£2jn per annum 

No Intermediaries, 

Correct Pitta BmMter (Bet On Ureryl 
ChremdAccawrentB, Cteofyn House. 1 
29-31 OmuftB Street. London. ECM SIB 


FOR SALE 

Well Established Yorkshire Packaging 
and Manufa ct uring Company 

Retirement ot major shareholders presents this unique investment 
or purchase opportunity of a Blue Chip company. 

This is an excellent opportunity: - 

To expand and intergrate into other Packaging and Printing fields 
especially for the Food Industry. 

To invest and share in profits and growth 

To float on the Stock Exchange 


Established over 25 years 
Premium quality brand name 
Based in attractive location. 
Stable and loyal workforce 
Annual turnover circa £13M 

Set Profit substantially in excess 

of £1JU per annum 


Household-name customers 

Strategically placed within easy 
access to motorways 

Freehold property 

State of die art machinery and 
equipment 


Par farther details principals only should apply to c/o Paul Dumbleton. 
Paul Dumbleton Solicitors. Lishman Chambers. 12 Princes Square. 
Harrogate. North Yorkshire. HQ1 1LY. 

Tel: 01423 560532 Fax: 01423 561071 



Paul Dumbleton 

vA iwri 


Authorised by the Lav Society in the conduct of Investment business. 


BILLINGSHURST 
GARAGE LIMITED 

The Joint Administrative Receivers offer for sale on a 
going concern basis the business and assets of a 
West Sussex motor dealership. 

♦ Currently a Suzuki and Subaru main dealer 

♦ Freehold property 1 8,000 sq ft and extensive 
forecourt 

♦ Planning permission for mixed use 

♦ Modem fully equipped servicing, aftersales and 
showroom areas 

♦ 4x4 niche market in rural territory on A29, 
BJBIngshurst 

♦ Substantial second-hand car sales operation 

For further Information please contact 
Vivian Bcnrstow or Nigel Ruddock 

ROBSON RHODES RSM 

' * ” " ■ international 

HteMBB Chartered Accountants ■■■■ 

The GoBeria, Station Road, Crawley, 

West Sussex RH1Q 1HY 
Tel: 0171 865 2580 Fax: 01293 537921 

Registered to cany on audtt work and authorised to ccxry on 
investment buSnesi by the hstttute of Chartered Aocouitartfs 
In England and Wotes 


Cash Register and EPOS 
Systems Installation and 
Maintenance Group 

South East based established owner-managed group 
with strong customer base, turnover £7* million per 
annum and consistent profitability. Offers invited. 

Write to: Box NO.B3646, Financial Times, 

One Southwark Bridge, London, SEl 9HL. 


All Advertisement bookings are accepted subject 
Lo our current Terms and Conditions, copies of which ate 
available by writing to 
The Advertisement 
Compliance Director, 

The Financial Times, 

One Southwark Bridge. London SEl 9HL 
Tel: +44 171 873 3223 
Fax: +44 171 407 5758 



Offers are invited for purchase of the assets of a large 
integrated textile mill located at Nanyuki and connected to 
all the infrastructural services. The mill which is being sold 
as a "going concern" and which produces a wide range of 
cotton and blended fabrics has three main production 
divisions 

' j A spinning department with a capacity to produce 
2.000 tonnes of yam per annum. 

0 A weaving department with a capacity to produce 
8.4 million metres of fabric per year. 

1 j A processing department with a capacity to process 

11 million metres of fabric per year. 

Other assets to be sold include land and buildings, office 
furniture, equipment and spares and stocks of finished goods, 
work-in-process and raw materials. 

The assets are being sold free of all encumbrances. 

A brochure containing full details may be obtained from the 
undersigned. Oosing dale for bids is 153. 1995. 

J M GITHONGO/C M CHEGE 
Joint Receivers/Managers 

Gitfaongo & Company 

Certified Public Accountants of Kenya 
jrjUfJ Electricity House, 14th Floor. Haiambee ; 
BINDER Avenue. p.O. Box 47089 Nairobi Kenya 
— ■ — Tel: 225206/7/8, 335073/4 Fax: 331068 


LEGAL NOTICES 


Notice of AppaaOncal at 1 

AilaMlMIhe Bwiwr of AppnifnH of 

THE CREATIVE CENTRE PKOWXmON A rerestrath * Brethtr 

SERVICES LIMITED THE CREATIVE. CENTRE LIMITED 

Rcg/aaod Nusdcr 274557. Nusrr of Aqtend Nmato: Muore of fl a u'm <r 

Admtiaag A^us. Tkodr CtooilkatKEi J!. Ds, AJienMng Agpti Tnde Ctasilkaitao: 77. Due 
■* AjVufalmeM at AteimslraS«e Roxiotn. of Appoinunco: of AdmlabUativc Rccearcn: 
Man± IW5 Nunc .4 pirwo oppuinis^ lie 3 Mncfa IW5. Nome id pci**, mas tag lie 
Areurictrtfive Rcutvcn: ArbaUmcl Lilian, & AltBrinbaraWe Recovers; Aitantm I a 
Co Lmited. Ot&cc HoUov Co I Jmiaa. Ofikt Holder, 

BUI) Umd LcwR FCA MSFt (No 2CHA| abJ Bmy D»vJ Inb FCA MSFI (Nu 3H8) 


Robctl I WHbj FCAfNo o2J»L 
I bum Lijna. 2 IlMOIvlee Com 
310 Fiiou Buim I. a 1 
Wmot Luoocm NSJ OIX 
loan AdaiNraiK leutm 


To Advertise Your - 
Legai Notices 
Please contact 
Tina McG orman 
on 

Tel: -r44 171 873 4842 
Fa>:: ^-44 171 373 3064 


■total P WMby PCAcN o E228). 
Horb LUtam. 2 Mmnn Coun 
310 Friere BoodeI I 
Wtastooe, Loodov N20 OYZ 
Jolm AJ m lnlmaUvf Kumca 


NMkc of App«taUMBt of 


MUXBRIDCE HOLDINGS LIMITED 
negam^Naber 2$2V87I. Njtme of Bomxxr 
Hotdbu Company. Tr*fc Ckadfioimo: 37. Ut 
ol Appoimmcm of AdmintaumWe Receiven: 
3 March IW5. Name cf penoo Ihr 

44 reta aw Recuvmm; Aitahool LKhaai A 
Co LWH. Office Holden: 

Bm? Davul 1 ™. FCA MSP! (No SMAj and 
Men P FCA, No ftZMi. 

Ham Lqwun. 2 Mouoivtew Coon 
310 Fnera Bared i 

Light N2DOVZ 
Jurel AdaUmsmitc Kativcc 
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f j ^ ne Christo’s impressions of his proposal for wrapping the Reichstag in Berlin, now scheduled for late June 

I The art of wrapping up 

: 1 William Packer discusses conceptualist Christo’s latest projects 

l f ^ onceptual art, in which the the large working drawings are the more already there. Two such projects are as yet doom-laden theatricality, her ii 

f m form Is secondary to the dynamic, giving the truer sense of scale unconfirmed. One is for an avenue of red- as cool and elegant in concep 

; I informing idea, may seem and something of the energy and ambition angular yellow gates or arches, 15 feet expression. 

\ i m. A a ®® cte< ^y abstruse to many of the undertaking. Having-seen the Pont high with yellow sheets billowing from the She continues in part to wa 

people. A more generally Neuf as a parcel, one has every confidence crossbars, that would thread its endless with the photographic print, b 



C onceptual art, in which the 
form is secondary to the 
informing idea, may seem 
affectedly abstruse to many 
people. A more generally 
acceptable variation upon that theme, per- 
haps, is that of the working drawing or 
proposal for a physical project as yet 
unrealised. It is in this sense that sculp- 
tors and architects, unsuccessful ones 
especially, are conceptual artists all the 
time. 

Christo, the Bulgarian-born sculptor, 
working with his French wife Jean ne- 
Claude, clearly has the happy knack of 
persuading dvJc .and political .authorities . 
to join him in bringing even the most 
grandiose of his schemes about. Those 
who remember his Running Fence of 1976, 
for example, 18 feet high and nearly 25 
miles long through southern California, or 
Ids wrapping up of the Pont Neuf in Paris 
ten years ago, will know what I mean. 

ms proposal to wrap up the Reichstag 
was first mooted in 1972, when the Berlin 
Wall was as sure as, well. Barings Bank, 
so he is nothing if not persistent Lately 
the German parliament debated its permis- 
sion, and now the project is at last to go 
ahead, with the grand unveiling - which 
is not the word r want the tying of the 
bow, perhaps - scheduled for late June. 
The working model is impressive, but 


the large working drawings are the more 
dynamic, giving the truer sense of scale 
and something of the energy and ambition 
of the undertaking. Having seen the Pont 
Neuf as a parcel, one has every confidence 
that the Reichstag will serve, if anything, 
even more spectacularly. 

We are well used to seeing famous build- 
ings screened in the course of cleaning or 
restoration. But there is a difference 
between such partial and purposeful occa- 
sions and the true Christo, the. whole pur- 
pose of which is to wrap up. simplify and 
obscure For the parcel is a magi cal. mys- 
terious device, that can fire at once the 
infant imagination, -and the most sophisti- 
cated. What is inside, with all those lumps 
and bumps? And even if we know full 
well, we can hardly wait to see again. 

It is the old paradox of celebrating by 
taking away, of becoming more aware of 
the reality by hiding it. if only for a 
moment. For those fortunate enough to 
see the Reichstag when it is wrapped up, 
its physical, objective presence trill be 
unimaginably the more palpable when the 
wraps come off. 

- But wrapping is not the only way. As 
with the R unning Fence all those years 
ago, a temporary physical intervention or 
interruption in the landscape may serve 
just as well to sharpen our particular 
awareness and experience of what is 


already there. Two such projects are as yet 
unconfirmed. One is for an avenue of rect- 
angular yellow gates or arches. 15 feet 
high with yellow sheets billowing from the 
crossbars, that would thread its endless 
way through the trees and spaces of Cen- 
tral Park. 

The other is for an extended canopy of 
canvas sheets strung across the narrow 
valley of a youthful river - the drawings 
offer a number of rivers in western Amer- 
ica as possibilities. The effect would be 
neither to impede nor obscure the stream, 
for the canopy would be high enough and 
broken, but rather to articulate and objec- 
tify its course as it hurries down. We shall 
see. 

J enny Okun from California is an 
artist whose medium until now has 
been photography, and whose work 
Still remains founded in photo- 
graphic imagery. Her immediate 
interest is in architectural detail, 
and in particular the interior structures of 
roofs, windows and surface reflections to 
be found in modem high-tech buildings. 

Her formal interest however, is rather 
less direct, for she then repeatedly over- 
lays this primary material, building it up 
into a spatial image of almost Piranesian 
complexity, yet unspecific and abstracted. 
But there is nothing of that master’s 


I n spite erf several tours to this side of 
the Atlantic, the Ottawa-based 
National Arts Centre Orchestra 
QUACO) h as not entered oar musical 
consciousness to the same extent as fellow 
C anadian bands like the Montreal and 
Toronto Symphonies. At the Barbican on 
Sunday, the last stop of a gruelling Euro- 
pean tour that opened in Vienna in mid- 
February, it drew a modest audience: the 
middle-of-the-road programme was doubt- 
less to blame, though the orchestra's 
ungj amorous title - derived from its home 
in the Canadian capital - hardly helps to 
attract attention. 

Programming is limited by the group’s 
46-piece chamber orchestra makeup. But 
under its current artistic director and 
principal conductor Trevor Pinnock - a 


Concert/John Allison 


Ottawa's bright orchestra 


canny appointment surely made in expec- 
tation of profile-raising recordings - the 
NACO is expanding its repertory in a con- 
temporary direction. 

Pinnock, best known in his native 
Britain as a harpsichordist and “period- 
conductor, has turned rigorous promoter 
of new music. The highlight of Sunday’s 
concert was the first London performance 
of Vertige by the 38-year-old Canadian 
Linda Bouchard, the orchestra's oomposer- 
in- residence. Commissioned for this year's 
tour, Vertige is a six-minute piece of raw 


energy that draws on natural images in a 
latter-day Sibelian way. 

The orchestra's bright, almost hard 
sound - strings clearly articulated though 
not very distinctive in tone - is as one 
might expect of modern Instruments 
under a “period" conductor. Ensemble sug- 
gests a close-knit group of musicians 
accustomed to playing together, though 
their unanimity was tried by Pinnock ’s 
hard- pushed account of Beethoven’s Sym- 
phony No. 8 at the beginning of the even- 
ing. There was little “dash" about the 


finale, which under pressure turned fre- 
netic - no doubt the orchestra was suffer- 
ing fatigue after three weeks on the road. 

Hakan Hardenberger’s stream of melting 
tone in the Haydn Trumpet Concerto 
raised spirits considerably, and inspired 
stylish accompaniment from conductor 
and orchestra. In Mendelssohn’s "Scot- 
tish'* Symphony, these northerners found 
the measure of the sombre, brooding pas- 
sages best; but after treading heavily in 
the earlier movements - and driven, per- 
haps, by the prospect of a well-deserved 
rest - they made a sprightly gallop for the 
end. 

Presented with the assistance of the Gov- 
ernment of Canada and the Canadian 
High Commission, London. 


Dance /Clement Cris 


Mark Baldwin 


M ark Baldwin, a fine dancer 
with the Rambert troupe in 
its earlier incarnation, has 
in recent years turned to 
choreography, to excellent effect I might 
add that in earliest Rambert times, Dame 
Marie would have been goading, squeez- 
ing dances out of him just as soon as he 
showed the least interest in making move- 
ment - and perhaps even before that 
Well, the wait has been worth-while. 
From his first slight creations a few sea- 
sons ago, Baldwin has shown that he is a 
true choreographer - unlike so many of 
those graceless optimists who come before 
ns with meagre technique and rampant 
pretentions, he has craft, imagination, 
wit, and a sense of formal structure. 
Baldwin worked with several serious 
i creators in his Rambert years. What he 
offers, though, is not earnest reminders of 
other men’s steps, bat something happily 
lresh and personal. And, rarest of joys in 
today’s choreographic world, he feels no 
need to give ns messages about life, 
despair, disease, or the dreadful plight of 
the oppressed. 

Baldwin, with that fugitive from the 
Royal Ballet Jonathan Burrows, makes 
dance whose originality and very artistic 
existence owes much to a serious theatri- 
cal experience, and in this lies the 
strength of both their visions of what 
they wish their dance to be. Like Bur- 
rows, Baldwin is forging his own lan- 
guage, and like Burrows - whom he in no 
other way resembles - he knows what he 
wants to do. 

There are two clear characteristics in 
what he creates, and they shone like the 
best of deeds in his brief season at The 
Place last week. He has a dry, sly wit - 
shown in the structure of his work as in 
its manner - and he is intensely musical. 
Not for him a Mickey-Mousing step-for- 
note obedience. Rather does he find plea- 
sure (and perhaps some amusement) in 
running counter to a score's surface while 
yet respecting its essential form and 
nature. 

So, in his Samples, which is set to the 
Ravel Introduction and Allegro, the 
music’s opening serenities are confronted 
by wild activity for four dancers. Yet we 
soon notice that musical phrasing is 
matched by dance phrase, that the shape 
and pulse of the score has conditioned 
what the dancers do. It is a surprising, 


doom-laden theatricality, her images ever 
as cool and elegant in conception as in 
expression. 

She continues in part to work directly 
with the photographic print, but latterly 
she has also been developing her imagery 
in both graphic and sculptural terms. She 
takes the photographic image and reduces 
it to simple linear structure, drawn 
directly upon the walL She reduces it to 
flat tone and colour, which abstracted 
image is then realised as a computer-gen- 
era ted ’print, using the latest Iris water-jet 
print technology. Simplest of all, she takes 
an element of the linear Image as silhou- 
ette for multiple sculpture, cut from Inch- 
thick plastic, to which she adds colour and 
further selective detail. 

The sense is of an accomplished artist at 
a critical transitional moment in her 
career, responding creatively to new for- 
mal and technical opportunities. The inter- 
play between photography, drawing and 
print, particularly in relation to this new 
Iris technology, with its extraordinary 
refinement of effect, is intriguing. 

Christo & Jeanne-Claude: three works in 
progress, Annely Juda Fine Art, 23 Dering 
Street WL until April 29. Jenny Okun: 
Architectonics; Rebecca Hossack Gallery 
Fitzroria, 35 Windmill Street Wl. until 
April l. 


and surprisingly happy realisation of the 
music. 

These same qualities were apparent in 
two other pieces, set to Barttk’s Out of 
Doors and a Handel concerto grosso. Bal- 
dwin's imagination matches, comments 
on - even n?ak<*j jokes about - his music. 
(He is, in this, like Paul Taylor and Mark 
Morris, and like them he has musical 
taste far above the common run of his 
contemporaries). Movement can be unex- 
pected. Baldwin sets his dancers curling, 
falling, leaping; following a gesture to 
unexpected conclusions, riding on and 
with the score in a symbiotic relationship. 
Faced with the mysteries of Bartdk’s 
night masi c, he creates a world of noctnr- 
nal mystery quite as beautiful as that in 
the piano-writing. In Homage, a cunning 

piece played in silence and, Td venture, 
made as a tribute to Richard Alston, Bal- 
dwin creates phrasing as musical and feat 
as if there were an andfMe score. 

The extra distinction of Baldwin’s work 
is his use of fine dancers - including 
himself. (He sometimes appears as a quiz- 
zical master of ceremonies, not a Uttle 
entertained by what is going on.) In this 
Place season he presents two extraordi- 
nary talents, Lynne Bristow and Paul Old, 
together with the admirable Deborah Sax- 
ton and Shelley Baker. The lovely Miss 
Bristow moves like an angel. In her Royal 
Ballet days she was a classicist's treasure 
by reason of her clarity and purity of 
style. In modem work - she has danced in 
most of Jonathan Burrows’ pieces - dance 
pours through her in long, marvellously 
shaped phrases. Everything she does is 
fascinating, beautiful. 

Paul Old. a superb dancer with Ram- 
bert, has similar distinction: his daiuring 1 
is rich in its variety of pulse, harmonious. 
In a solo in Homage, and in Concerto 
Grosso (a work riven with marvellous 
quirks and shifts of activity, from mad 
tremblings to long swirls and swathes of 
energy). Old moves with splendid author- 
ity. But everything in the evening 
enhances the dancers, shows them at 
their best - another sign of good choreog- 
raphy. 

Baldwin's dances have dear roots in his 
own performance past - Cunningham and 
Alston are points of reference - but they 
are unmistakeably Baldwin’s, because 
sophisticated in means, and unmistakably 
good. 


Theatre/ Sarah Hemming 

Peace in Our Time 


W e are becoming accustomed 
these , days to meeting Noel 
Coward in unusual guises. 
Following Sean Mathias’s 
provocative decoding of Design For Luring, 
comes this rare sighting of Coward in 
patriotic mode. And a curious sight it is 
too. Peace m Our Time, written immedi- 
ately after the end of the second world 
war, is a dramatic projection of what 
might have happened had England been 
occupied. Of course, we now know that 
Clive Dunn and company would have 
given Hitler what for the minute he 
arrived, but Coward was not privy to such 
intelligence. Alarmed by the behaviour of 
some of his acquaintances in occupied 
France, he set about imagining English 
behaviour under Nazi rule. The results 
(revived by the Touring Partnership for 
the 50th anniversary of VE Day) is 
bizarre, revealing and strangely compel- 
ling. 

The first casualty of invasion, it seems, 
would have been the playwrights' sense of 
humour. Peace in our Time Is by no 
stretch of the Imagination a good play 
and by Coward’s standards it is surpris- 
ingly clumsy: the plotting is crude, the 
dialogue stodgy, the characters are flim- 
sily drawn and it is dotted with sentimen- 
tal and melodramatic moments. Yet, for 
all its faults, the play (seen at Richmond 
Theatre) is fascinating. Even as you listen 
to the thump of leaden lines hitting the 
stage, you are completely absorbed, and 
Wyn Janes’s meticulous production draws 
out all the play’s curious power. Fuelled 
by anger, anxiety and relief, it is very 
revealing about the deep desire for heroic 
behaviour and the need for retribution 


(the only German character gets it in the 
end). 

Coward confines his examination of 
British spirit under fire to the regulars of 
one modest London pub. He chooses a 
simple cross-section of humanity, then 
explores how his characters cope with life 
beneath the Ffihrer. Some carry on as if 
nothing has happened. A few collude with 
the enemy, but most join the resistance 
movement that is to bring liberation. 
There are some casualties - the daughter 
of the pub dies for the cause - but in the 
end, British pride, resilience and decency 
wins through. All cowards - bar one - are 
roundly dismissed. 

It is a long do - by the end you feel 
rather as if you have lived through the 
war yourself - and it Is quite strange: you 
keep trying to match the imagined 
sequence of events with what really hap- 
pened. The original 1947 production must 
have been very odd, but it now has the 
pull of an extraordinary period piece, 
combined with a sort of soap opera 
appeal. 

The strength of Wyn Janes's staging is 
that it builds on this to make you almost 
believe the scenario. Every little detail is 
so authentic that it is quite persuasive, 
which allows the play’s moral thrust to 
take effect From a strong cast of 30 it is 
hard to pluck out individual perfor- 
mances, but Angela Down is spirited as 
the fiery lady writer, Elizabeth Carling is 
appealing as the brave little minx who 
lays down her life for her country, and 
Barry Jackson and Doreen Mantle are 
touching as the publican and his wife. 

Peace in Our Time is touring the country. 


Ioterjsational 


Arts 


■ AMSTERDAM 

GALLERIES 

Amsterdams Historische Tel: (020) 
523 1822 

• Hunger, Winter and Liberation In 
Amsterdam: exhibition that marks 
the changes in Amsterdam during 
the last maltha of WWli and the 
Liberation; to Sep 3 

■ BERLIN 

OPERA/BALLET 

Deutsche Oper Tet (030) 341 9240 

• .Magic Flute: by Mozart 
Conducted by Lawrence Foster/ 
Sebastian Lang-Lessing/Stefan 

Sottesz and produced by GOnter 
Kramer, 7pnv Mar 15 

• Martha Oder Der Markt zu 
Richmond: by Friedrich von 
Flowtow. Premiere conducted by 
Sebastian Lang-Lssslng and 
produced by Wbifried Bauemfetnd; 
7pm; Mar 14, 16 

• Ring um den Ring: by Wagner. 

BaHet based on “The Ring Cycle”, 
choreographed by Maurice Bejart 
7pm; Mar 18 . 

• The Girl of the Golden West by 


Puccini A new production 
conducted by Paolo Ofmi and 
produced by Frank Corsara. Soloists 
include Galina Kalinina and George 
Fortune; 7pm; Mar 19 

■ LONDON 

CONCERTS 

Barbican Tel: (0171) 638 8891 

• London Symphony Orchestra: 
Daniels Gatti conducts Wagner, 
Hindemith and Tchaikovsky; 7.30pm; 
Mar 19 

• The Magic of Mackerras: Sir 
Charles Mackerras conducts the 
Royal PWhamwnic Orchestra and 
cellist Steven lsserfis to play Dvofcak; 
7.30pm: Mar 17 

• The Magic of Mackerras: Sir 
Charles Mackerras conducts the 
Royal Philharmonic Orchestra and 
violinist Tasmln Little to play Dvorak, 
Janacek and Martinu; 7.30pm; Mar 
17 

Festival Hall Teh (0171) 926 8800 

• Cologne Radio Symphony 
Orchestra: with pianist Lars Vogt 
Hans Vonk conducts Beethoven and 
Bruckner; 7.30pm; Mar 20 

• PfillharmonJa Orchestra: with 
pianist Murray Perahia. Wolfgang 
Sawaltisch conducts Strauss and 
Schumann; 7.30pm; Mar 14 

• The Bach Choir, with the City of 
London Sinfonla and conductor Sr 
David Wfllcocks plays KodSfy, 
Szymanowski and Jan&tek; 7.30pm; 

Mar 18 - 

Queen Elizabeth HaH Tel; (0171) 

928 8800 

• Deutsche KanwnerphHharmonie: 
Mikhail Pietnev conducts Haydn and 
Mozart; 7.46pm; Mar 18, 19 

• London Sinfonietta: Sr Simon 
Rattle conducts Poulenc’s “Les 
MameBs de Tiresias” and Boulez's 


"Le Soled des Eaux". Soloists 
Indude Lucy Shelton, Barbara 
Bonney and Phillip Langridge; 
7.45pm; Mar 17 

Wigmore Hall Tel: (0171) 935 2141 

• Mari Insky -Kirov Series: with 
baritone Dmitri Hvorostovsky and 
pianist Mikhail Arkadiev. Programme 
Includes Arie Antiche and songs by 
Glinka and Sviridov; 7.30pm; Mar 20 
GALLERIES 

Victoria and Albert Tel: (0171) 938 
8500 

• Warworks: women photography 
and the art of war. A perspective of 
war through the eyes of international 
women artists; to Mar 19 

OPERA/BALLET 

English National Opera Tel: 10171) 
632 8300 

• Don Giovanni: a new production 
of Mozart's opera. In house debuts 
for director Guy Joosten and 
conductor Markus Stenz; 7pm; Mar 
15, 17 

• Madama Butterfly: Puccini's 
opera, originally directed by Graham 
Vck; 6.30pm; Mar 14, 18 

• The Cunning Little Vixen: by Leos 
Jan&fek. Original director, David 
Pountney: 7.30pm ; Mar 16 

Royal Opera House Tel: (0171) 304 
4000 

• Giselle: music by Adolphe Adam. 
A Royal Ballet production 
choreographed by Marius Petipa 
after Jean Corailr and Jules Perrat 
and produced by Peter Wright: 
7.30pm; Mar 17 

• Salome: by Strauss. A new 
production directed by Luc Bondy 
and conducted by Christoph von 
DohnSnyi; 8pm; Mar 15, 18 

• Swan Lake: by Tchaikovsky. 
Choreographed by Marius Petipa 
and Lev Ivanov, production by 
Anthony Dowell; 7.30pm; Mar 14 


THEATRE 

Vaudeville Tel: (0171) 836 9987 

• Killer Joe: by Tracy Letts, 
directed by Wilson Milam; 8pm; to 
Apr 1 (Not Sun) 

■ LOS ANGELES 

CONCERTS 

Dorothy Chandler Pavffian 

• Los Angeles Philharmonic: with 
pianist Christian Zacharias. 
Lawrence Foster conducts 
Stravinsky, Mozart and 
Mendelssohn; 8pm; Mar 17, 18, 19 
(2.30pm) 

GALLERIES 

County Museum Tel: (213) 857 
6000 

• American Impressionism and 
Realism: The Painting of Modem 
Life. Two important 
turTwrf-the-century movements in 
American painting are studied and 
includes works by John Singer 
Sargent. Mary Cassatt and Childe 
Hassam; to May 24 

■ NEW YORK 

CONCERTS 

Alice Tully HaU Teh (212) 875 5050 

• Stuttgart Chamber Orchestra 
Dennis Russell Davies conducts 
Diamond, Shostakovwh/Barshai and 
Glass; 2pm; Mar 19 

Avery Rsher Tel: (212) 875 5030 

• New York Philharmonic: Valery 
Gergiev conducts Liadov, Bed ka 
and Tchaikovsky; 8pm; Mar 14 

• New York Philharmonic: with 
soprano Gillian Webster. Sir Odin 
□avis conducts Mozart and Mahler; 
8pm; Mar 16. 17 (2pm), 18 
Carnegie Hall Tel: (212) 247 7800 

• Cincinnati Symphony Orchestra: 
with soloists Katia and Mariefle 


Labeque. Jesus Lbpez-Cobos 
conducts Wagner and Bruckner; 
8pm; Mar 20 

• Kiri Te Kanawa: and pianist 
James Levine perform their only 
New York recital of the season; 

3pm; Mar 19 

• Yuri Bashmet debut at this 
venue for the violinist recently 
named “Instrumentalist of the Year” 
at the 1994 international Classical 
Music Awards. He Is joined by 
pianist Mikhail Muntian to play 
Marais and Shostakovich; 8pm; Mar 
14 

OPERA/BALLET 
Metropolitan Tel: (212) 362 6000 

• Idomeneo: by Mozart Produced 
by Jean Pierre Ponnelle, conducted 
by James Levine: 8pm; Mar 15, 18 

• La Botteme: by Puccini. 

Produced by Franco Zeffirelli, 
conducted by John Fiore; 8pm; Mar 
14, 18 (1.30pm) 

• La Traviata: by VerdL Produced 
by Franco Zeffirelli, conducted by 
John Fiore; 8pm; Mar 17, 20 

• Simon Boccanegra: by Verdi. A 
new production directed by 
Giancario del Monaco; 8pm; Mar 18 
THEATRE 

Roundabout Theatre Company Tel: 
(212) 869 8400 

• The School for Husbands/ The 
Imaginary Cuckold: by Moltere. 
Michael Langham directs Richard 
Wilbur's translation and stars Brian 
Bedford; 8pm; to Mar 17 (Not Mon) 

■ PARIS 

CONCERTS 

Champs Efys&es Tel: (1) 49 52 50 
50 

• Samuel Ramey: bass and pianist 
Warren Jones open the Sony 
Classical Series; 8.30pm; Mar 18 


• The Royal Chapel Vocal CoDege 
of Ghent with soprano Sibylla 
Rubens and tenor Christoph 
Ptegardien. Phflipe Herreweghe 
conducts Bach; 8.30pm; Mar 19 
GALLERIES 

Mus6e d’Art Modeme, Vote de 
Parte Tel: (1) 47 23 61 27 

• Andre Derain: 350 works 
spanning his entire career; to Mar 19 
(Not Mon) 

OPERA/BALLET 

Opdra National de Paris, Bastffle 
Tel: (1) 47 42 57 50 

• Magnificat music by Bach, 
choreography by John Neumeier. 
Gunther/Rainer Muhlbaeh directs 
this production;?. 30pm; Mar 17, 18 

• The Masked Ball: by Verdi. 
Conducted by Antonello Allemandi 
and produced by Nicolas Jodi; 
7.30pm; Mar 16, 20 

■ WASHINGTON 

CONCERTS 

Kennedy Center Tel: (202) 467 
4600 

• Stuttgart Chamber Orchestra: 
Dennis Russel Davies conducts 
Mozart, Schnittke, Britten and 
Boccherini; 7.30pm; Mar 20 
GALLERIES 

National Gallery Tel: (202) 737 4215 

• Italian Renaissance Architecture: 
Brunelleschi, Sangallo, Michelangelo, 
the cathedrals of Florence, Pavia 
and St Peter’s; to Mar 19 
OPERA/BALLET 

Washington Opera Tefc{202) 416 
7800 

• Tiefland: by Eugen d’Aibert. 
Roman Terieckyj directs a new 
production by designer Zack Brown. 
In German with English surtffles; 
8pm; Mar 18 (7pm) 


WORLD SERVICE 
BBC for Europe can be 
received In western Europe 
on Medium Wave 648 kHZ 
(463m) 


EUROPEAN CABLE 
AND SATELLITE 
BUSINESS TV 
(Central European Time) 
MONDAY TO FRIDAY 

NBC/Super Channel: 

07.00 

FT Business Morning 

10.00 

European Money Wheel 
Nonstop live coverage until 
14.00 of European 
business and the financial 
markets 

17.30 

Financial Times Business 
Tonight 

Midnight 

Financial Times Business 
Tonight 
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Masters pull strings 

Chrystia Freeland, Bruce Clark and Raymond 
Snoddy on die new battle for Russian airwaves 


T hroughout the cold 
war, one of the fier- 
cest east-west battles 
was fought in broad- 
casting. The Soviet authorities 
went to great lengths to jam 
broadcasts from western sta- 
tions such as Radio Liberty 
and the BBC which many Rus- 
sians considered as their only 
trustworthy source of news. 

The more crude forms of pro- 
paganda practised by the 
Soviet media are now a fading 
memory. But as a new Russian 
order comes into being, 
another battle for control of 
the airwaves is under way. 

Furious competition for 
quick financial rewards is evi- 
dent in a wide range of busi- 
ness sectors. But the contest 
over broadcasting, highlighted 
this month by the murder of a 
popular television star, is 
unique because of the way in 
which commerce and politics 
have become intertwined. 

On the one hand, the citizens 
of the new Russia are a con- 
sumer market to be wooed. 
The rising trend in television 
advertising expenditure - 
expected to top 8700m 
(£-W2. bm) this year, compared 
with $Z50m in 1993 - is enough 
to whet the appetites of Rus- 
sia's new capitalists and some 
brave investors in the west 
At the same tune, the Rus- 
sians form an electorate to be 
persuaded: and the battle for 
voters' hearts is intensifying 
after last month's confirmation 
that parliamentary and presi- 
dential elections will be held 
over the next IS months. Many 
believe that access to the air- 
waves will be important in 
influencing the outcome of 
these polls. 

The new battle for the Rus- 
sian airwaves is illustrated by 
the disputes that have engulfed 
two of the three nationwide 
television channels: Ostankino 
- the broadcasting service of 
the former Soviet Union, and 
the newcomer NTV, the only 
fully private channel. 

The disputes first emerged at 
NTV, which is controlled by 
Mr Vladimir C us insky. head of 
the Mast banking group. He 
has become the bete noire of 
the clique of security police 
officers close to Mr Boris Yelt- 
sin, the Russian president. 

Mr Gusinsky believes that 
one of the main reasons for 
this enmity is NTV’s graphic 
reporting of the war in Chech- 
nya. With popular feeling 
against the war stirred by such 
reporting, the government 
issued official warnings at the 
height of the Chechen conflict 
that NTV’s broadcasting 
licence might be withdrawn. 
These threats were never 
Implemented, but political 


pressure on Mr Gusinsky - 
now in informal exile in the 
west because he fears arrest in 
Russia - is felt at the NTV 
studios, where criticism of the 
Kre mlin has moderated over 
the past few weeks. 

However, Mr Yeltsin decided 
last month to ban the advertis- 
ing of tobacco and alcohol 
products on television. This 
was a painful financial blow 
for NTV, the only station that 
does not receive state subsidies 
and a reminder of its depen- 
dence on political goodwill 

The NTV controversy has 
recently been eclipsed by the 
struggle over Ostankino. The 
murder earlier this month of 
Mr Vladislav Listyev, the man- 
aging director, has been 
blamed on the controversial 
reorganisation of the channel 
which began last autumn. 

The reform began with a 
presidential decree on Novem- 
ber 30 which provided for the 
transformation of Ostankino 
from a wholly owned state cor- 
poration into a joint stock com- 
pany - the Public Russian 
Television Company - with 
a 31 per cent government 
stake. 

The remaining shares in the 
company, which will come into 
existence next month, have 
been distributed among Rus- 
sian companies with close ties 
to the government, including 
the Menatep and Stolichnyi 
banks. Aeroflot, the airline, 
and Avtovaz, the car manufac- 
turer. 

As part of the reorganisa- 


tion. Ostankino’s management 
last month decreed a tempo- 
rary ban on all commercial 
advertising. This was a move 
to stop the diversion of hun- 
dreds of millions of dollars in 
advertising revenues into shad- 
owy companies with virtually 
no benefit to the channel itself. 
This ban was widely assumed 
to have been the motive for the 
killing of Mr Listyev, the new 
general director who supported 
the ban. 

I t is clear that there were 
sound business reasons 
for moves to reorganise 
the channel. But some 
Russian observers believe that 
there was also a hidden politi- 
cal agenda. The decision to ban 
commercial advertising, for 
example, has made the station 
completely dependent on the 
government's largesse - conve- 
nient in the run-up to the elec- 
tions. 

And the list of companies 
which have been granted a 
stake in Ostankino has added 
to the impression that the gov- 
ernment is tightening control 
over the airwaves while 
appearing to surrender it. The 
new shareholders, while for- 
mally privatised, belong to the 
circle of "court" businesses 
with close ties to Mr Yeltsin’s 
administration. 

The need to get away from 
heavy-handed political Influ- 
ence has prompted one Rus- 
sian television personality to 
seek foreign financing for a 
new TV channel with nation- 


wide ambitions. Ms Bella Kur- 
kova, head of Russian state 
television’s St Petersburg divi- 
sion. is trying to raise capital 
for what she hopes will be a 
new private nationwide chan- 
nel TVS. 

By looking to foreign inves- 
tors - whose agenda would be 
strictly financial - she hopes 
to avoid what she calls "party 
money and stolen money", 
which would come at a politi- 
cal price. 

Her investment adviser is 
Lord Chandos, a partner in 
Botts & Co. the London-based 
boutique merchant bank. He 
says there is a "number of con- 
versations in train with inves- 
tors on both sides of the Atlan- 
tic” about a project whose total 
capital requirements are by 
western standards quite mod- 
est - about S40m, 

Ms Kur kova, a former pro- 
Yeltsin parliamentarian, 
believes she can farther isolate 
herself from political pressures 
by concentrating more on 
entertainment than news. But 
she could still be vulnerable to 
such pressures in the event of 
fresh political upheaval. 

She cl aims that her new 
channel's five-year broadcast- 
ing licence is on solid enough 
legal ground to hold good even 
in the event of a change of 
guard at the top. But given the 
way politics and broadcasting 
are intertwined, it is a claim 
that potential western inves- 
tors - and her colleagues in 
the Russian media - will be 
examining cautiously. 
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Europa: Marques de Tamar on 

Tensions to the south 


There is a 
growing risk of 
a south-north 
confrontation 
across the 
Mediterranean. 
Most Spaniards 
do not often 
think about it, 
which is perhaps natural con- 
sidering Spain's persistent cri- 
sis in domestic politics. Even 
those few who do reflect on 
North Africa’s troubles believe 
we are witnessing not a funda- 
mental opposition between two 
cultures, or between the haves 
and the have-nots, but a con- 
junction of misunderstandings 
which can be cleared up with 
good will on both sides. Such a 
view is comforting - but it is 
also wrong. 

The tension between Europe 
and the lands to the south 
seems to fit with worrying 
neatness the theory of Arnold 
Toynbee, the Engtish histor ian 
about declining civilisations 
and their peripheries. Applied 
to the late Roman empire, this 
theory postulated a dual strug- 
gle of a rich and sceptical civil- 
isation that had lost faith in 
itself against two enemies: an 
external proletariat (the bar- 
barians) anti an internal prole- 
tariat (the ill-assimilated and 
morally wronged foreign popu- 
lations within the empire). 

The two proletariats, often of 
the same cultural origins, no 
longer admired or wished to 
copy Rome, which had humili- 
ated them. As a result, they 
simultaneously despised 
Roman values and coveted 
Roman wealth: an explosive 
mixture of contempt and envy. 
The parallels in today's world 
are clear. But it should be 
added that Toynbee, far from 
being a forerunner of national- 
ists such as Jean-Marie Le Pen, 
had more sympathy for the 
barbarians than for Rome. 

In Spain, we should be able 
to see the dangers still more 
vividly than in France or Italy. 
The Strait of Gibraltar is less 


than 10 miles wide. Across it. 
Spain has two enclaves in 
Morocco. Ceuta and Mellila. 

The Maghreb countries are 
roughly io times poorer than 
southern Europe in terms of 
gross domestic product per 
capita, and their birth rates are 
three times as high. The popu- 
lation of North Africa may 
double in three decades, pre- 
venting significant improve- 
ments in standards of living. 

Yet despite their geographi- 
cal proximity, Spain has 
tended to worry less than 
France or Italy about an exten- 
sion into Europe of Moslem 
fundamentalism. After all, for 
economic and historical rea- 
sons, Spain has only tens of 
thousands of 
resident immi- 
grants from 
North Africa, 
while the Ital- 
ians have hun- 
dreds of thou- 
sands and the 
French mil- 
lions. 

Is the rela- 
tive insouci- 
ance of the 
S panish justified? From time to 
time. Spanish foreign policy 
specialists consider their coun- 
try’s growing dependence on 
Algerian natural gas or the 
lack of logistic means to evacu- 
ate Spanish residents in North 
Africa should the need arise. 
Well-informed people know the 
problems are there; but there 
is a reluctance to ralk too 
much about them, on the 
grounds that airing these fears 
could bring about their realisa- 
tion. 

What should be the appropri- 
ate response to the risks on 
Europe's southern borders? 
European countries with large 
immigrant populations of 
course should be more gener- 
ous in efforts to integrate these 
communities as harmoniously 
as possible: a policy that may 
require tough controls on new 
immigration. Spanish policy- 


makers also believe that a 
great deal of good will come 
out of efforts by Spain. France. 
Italy and others to shift south- 
wards the EtTs political and 
economic attention. 

Many hopes are placed on 
the Euro-Mediterranean Con- 
ference due to be held in 
November in Barcelona during 
the Spanish EU presidency. A 
dozen ministers from North 
African and Middle Eastern 
countries will meet their El' 
counterparts to explore the 
possibilities of a new partner 
ship. The aim is to include 
political and security matters 
as well as social, cultural and 
economic questions. 

The EU should come up with 
clear and plau- 
sible policies 
on aid, invest- 
ment and pro- 
tectionism. The 
European Com- 
mission. prod- 
ded by Spain, 
wants grants 
for the 12 coun- 
tries in the 
region to be 
doubled to a 
total Ecu5.5bn (Sf-2bnj between 
1395 and 1999. It also wants the 
European Investment Bank to 
match these loans with 
another EcuS.abn. 

The UK. the Netherlands and 
Germany will probably per- 
suade the Council of Ministers 
to reduce both sums. But even 
if such funds were forthcom- 
ing. the possibility remains 
that no measures likely to be 
taken by the EU would make a 
vast difference. Private- sector 
European investment in coun- 
tries such as Morocco Is 
already quite high, but it is not 
adequate to generate sufficient 
jobs to absorb the targe num- 
ber of young people entering 
the labour market 
On the more important mat- 
ter of reducing European pro- 
tectionism for North African 
goods, "trade, not aid” is 
unlikely to be electorally popu- 


lar. During tough economic 
times. North Africa is likely to 
end up getting neither. 

All these ideas must be fol- 
lowed up. But what if, in spite 
of everything, a belligerent 
fundamentalism sweeps across 
North Africa? Europe would 
not have the military and logis- 
tic means to react, even if it 
had the political will to do so. 

Spain's defence policy offers 
a sadly exemplary case of 
Europe's lack of forethought. 
Spain does not have an effi- 
cient anti-missile system, but 
half of Spain, including Mad- 
rid. would lie within range of a 
Scud-C missile that could theo- 
retically be stationed in Oran 
in Algeria. Half of Italy could 
be reached from Tunisia; and 
half of Greece could be 
attacked from Libya. Scud mis- 
siles are not accurate, but - in 
the worst of all possible cases 
- a dose or anthrax germs dis- 
pensed by this means would 
not need to be accurately tar 
geted to be devastating. 

Spain spends less on defence 
02 per cent of gross domestic 
product) than any other Nato 
country except Luxembourg:. 
Under a 1991 agreement 
between the socialist govern- 
ment and the conservative 
opposition, the ratio was to 
reach 2 per cent of GDP before 
the end of the century. In fact. 
Spain is moving in the opposite 
direction. In view of political 
and budgetary pressures, it 
will be difficult to meet the 
commitment, even with a 
change of government. 

In its relations with its 
southern neighbours, Spain 
must hope for the best but be 
prepared for the worst An ade- 
quate and consistent defence 
policy would provide Spain 
with the capability of facing up 
to a test that we hope will 
never happen. 

The author is director of Inst- 
itute de Cuestiones huemadon- 
ales y Politico Exterior, a Span- 
ish foreign affairs institute 
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Privatisation no panacea in E Europe 


From Mr Jon Stem. 

Sir, Martin Wolf and 
Chrystia Freeland assert in 
their thoughtful article, “The 
long day's journey to market" 
(March 7), that the core of the 
reform In central and eastern 
Europe is in creating the condi- 
tions for the growth of the 
market-oriented private sector. 
They go on to argue that priva- 
tisation per se is not enough 
(“no panacea") but that more 
attention should be given to 
creating the conditions for new 
small enterprises to develop 
and less given to privatising 
the large state-owned enter- 
prises. I would agree. 

The key issue in this context 


is the problem of corporate 
governance. Countries of cen- 
tral and eastern Europe have 
found It difficult to develop 
proper and effective systems 
by which owners of enterprises 
can carry out their responsibil- 
ities for monitoring and direct- 
ing the performance of enter- 
prise managers. This applies to 
privatised companies as well as 
state-owned enterprises. 

The Czech Republic has gone 
furthest in this area, but there 
are still many questions about 
how well the new investment 
funds and the banks are carry- 
ing out their corporate gover- 
nance functions. The position 
is much more problematic else- 


where in central and east 
Europe. Indeed, it has been 
argued that much of the “spon- 
taneous privatisation" in other 
post-communist countries (and 
the voucher privatisation In 
Russia) has been designed so 
as to maximise the power of 
existing managers and workers 
and minimise the influence of 
outside shareholders. 

Corporate governance is a 
very difficult issue which 
causes difficulties in many 
countries. In central and east- 
ern Europe, the problems are 
acute not least because of the 
underdevelopment of banking 
systems, financial intermedi- 
aries, capital markets, pension 


funds etc. For small owner- 
managed companies there is no 
conflict of interest between 
managers and owners - but 
these conflicts will arise once 
some of the thriving new com- 
panies become successful 
medium and large companies. 

For central and eastern 
Europe, privatisation is not a 
panacea. To have its intended 
effects, it must be accompanied 
by an economic infrastructure 
that can enforce adequate coo 
porate governance. 

Jon Stem, 

National Economic Research 
Associates, 

IS Stratford Place, 
hmdan WIN SAF, UK 


Strict limits for a social clause 


UK forever 
in winter 

From Dr DA A Fagandini. 

Sir, Re "Currency Tempests” 
(March ll), it may well be that 
exchange rate instability is 
like the weather but in these 
parts we have seasons and it is 
sometimes summer, sometimes 
winter. How come that it has 
been always winter for sterling 
and summer for the D-Mark 
and the Swiss franc? 

There is no shortage of 
weather data: in May 1979, 
when Mrs Margaret Thatcher 
first entered No 10, the cross 
rate with Swiss Franc stood at 
3.5933. On March ll it is 
recorded as L869. not quite a 50 
per cent devaluation. 

And. as the cold weather 
intensifies, you tell us we must 
live with it? Will any one of 
your contributors tell us 
instead why this should be so 
and where it will end? There 
has to be something fundamen- 
tally wrong with the way we 
run our economy and it has to 
be something that few want to 
talk about. Folk don't care 
much for such matters and are 
unaware of how the value of 
their income has steadily 
depredated over the decades. 
They could be mightly 
annoyed when they find out 
what successive governments 
have done to the prospects of 
their children. 

Structural failure is now all 
aroand us; compared to the 
heady days of Harold Mac- 
millan, when “we never had it 
so good", Britain’s decline rela- 
tive to the more successful 
economies becomes more obvi- 
ous every year. Sterling as a 
reserve currency is remem- 
bered only by historians. 

Is it not time to pose a few 
hard questions to those who 
would govern us after the next 
general election? How do John 
Major or Tony Blair propose to 
bring summer back to Britain? 
D A A Fagandini, 

6 Alleyn Pork. Dulwich, 

London SE21 8AE, UK 


From Mr Michel Hanserme. 

Sir, In your otherwise excel- 
lent article on labour stan- 
dards and trade, there were 
one or two misunderstandings 
I must clear up (“WTO urged 
to stress labour standards", 
March 9). I have not written to 
the World Trade Organisation 
and have no reason to do so. 
The issue is being discussed 
where it should be - in the 
International Labour Organisa- 
tion. If and when agreement 
can be reached on the principle 


of a “social clause" and on its 
contents, then a link with the 
WTO could be envisaged. 

I have suggested such a 
clause should be strictly lim- 
ited to the basic ILO conven- 
tions on freedom of association 
and other human rights, and 
must not include, for instance, 
minimum wages or working 
conditions. The points covered 
should be incorporated in a for- 
mal agreement, perhaps under 
WTOfILO auspices, so as to 
assuage developing countries 


fears that the initial limited 
scope might later be extended 

As the article rightly points 
out. I see an international 
agreement in this areas as 
compatible with trade liberalis- 
ation and. indeed, as one 
means of defusing potential 
protectionist sentiments. 
Michel Hansenne, 
director-general. 

International Labour Office, 

4 route des Morillons. 

CH IZU (knew 22, 

Switzerland 

A question 
of proper 
usage 

From Michael Goldman. 

Sir, Is it too Tate to rescue 
ihe phrase “beg the question" 
from misuse? It is often used 
nowadays to mean “reuse the 
question” (eg in "Setback for a 
‘revolution’ ", by Jurek Martin, 
March 4) whereas its true 
meaning is to assume what is 
to be proved Collins English 
Dictionary states that it also 
means to evade the issue. 

The phrase is a translation of 
the Latin peiitio prinetpii, a 
term in logic meaning the 
assumption in an argument of 
what has yet to be proved: for 
example, to discuss how to 
measure schoolgirls’ intellec- 
tual superiority over that of 
schoolboys begs the question 
of whether it is in fact supe- 
rior. 

Of course language has to 
change but my protest is not 
mere pedantry for this is a case 
where a piece of language- is 
being lost for no perceptible 
gain since the phrase "raise 
the question” is perfectly ade- 
quate for what is mis-described 
as begging the question. 
Michael Goldman, 

1 Lyndale Close. 

Bhukheath, 

London SE3 ?RG. UK 


Euro parliament must 
temper the power of 
top civil servants 


From Mr John Szemere y. 

Sir, You have done Britain 
and British politicians a ser- 
vice by reminding them that 
the real decision-makers of the 
European Union are the une- 
lected national civil servants 
sitting in the Council of Minis- 
ters' Committee of Permanent 
Representatives (Coreper) 
(“The men who run Europe", 
March II). 

Not only does Coreper take 
90 per cent of the EU’s deci- 
sions but its members - top 
national civil servants - in feet 
“run" their country’s ministers 
when they come to attend 
meetings of the Council of Min- 
isters. 

They brief ministers, who 
often know nothing of the sub- 
jects to be discussed before 
they get on an aircraft or train 
to take them to Brussels, and 
they tell them what are the 
issues at stake and how they 
should vote. 

In the present EU decision- 
m a king system, where special- 
ist national ministers (of agri- 
culture, education, transport, 
energy, trade, etc) go to Brus- 
sels every few weeks to every 
few months to take vital deci- 
sions affecting their citizens. 


many ministers do not hav 
time to read the heavy details 
reports setting out problem) 
issues and implications. 

And they certainly do no 
see their decisions as part of ; 
vast European jigsaw, wher 
deals can be made, with con 
promise on one portfolio bein 
the price of a victory oj 
another. 

Ministers are principally cor 
cerned with their domestic 
portfolios. So they follow th 
advice of their senior civil sei 
vants (Coreper et al), who havi 
often worked out in advanc 
what the council shouli 
decide. 

This is all the more reasoj 
for increasing the powers o 
the European parliament, tin 
EU’s only democraticall: 
elected body that has the timi 
and ability to control the Euro 
pean Union's policies am 
activities. The 1996 inter-gov 
eramental conference shouli 
be used to give the parliaraen 
teeth, so it can function effec 
tively on behalf of all the EU': 
citizens. 

John Szemerey, 

76 Mamixkum. 

B-3090 Ouertfse, 

Belgium 
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Camdessus’ 
Russian gamble 


F or the time being, Mr 
Pierre Suard stays on as 
chairman of Alcatel- 
AJsthom, even though he 
can now take no part in 
managing France’s third-Iargest 
industrial group and the world’s 
largest supplier of telecommunica- 
tions equipment. 

That was what the establishment 
figures on the Alcatel board decided 
yesterday, after the Alcatel chief 
was barred on Friday from manag- 
ing the Industrial empire be has 
; built up over the past sine years, 
i Mr Suard is under investigation for 
in a case Involving alleged overbill- 
ing of France Telecom and for using 
corporate money for private gain. 

But they may have rallied round 
Mr Suard as much in anger at the 
way Mr Jean-Marie D'Huy, the 
judge, has chosen to Investigate the 
Alcatel chief - and out of respect 
for Mr Suard's indignant protesta- 
tion of innocence - as for any con- 
viction that he is likely to return to 
the group. 

For there is a group instinct for 
survival at work here - among 
French business leaders who have 
found themselves the target of judi- 
cial investigations for various forms 
of alleged financial impropriety. 

The Alcatel board includes some 
of these business leaders, such as 
Mr Guy Dejouany, president of 
Compagnie Generate des Eaux, and 
Mr Marc Vienot, president of the 
Soctete Generate bank. Hie former 
has had to cope with allegations 
that his utility group bribed some 
local politicians to obtain public 
contracts, while the latter has had 
an alleged infraction of company 
law hanging over his head. 

Even those captains of industry 
and finance who have not so far 
been the target of an increasingly 
assertive judiciary are finding 
themselves affected by the worsen- 
ing image of French business at 
home and abroad. They are facing 
growing pressure for boardroom 
reform. Including stronger corpo- 
rate governance measures. 

The latest move against Mr Suard 
is u a serious blow to tbe man and 
the company", says Mr Claude 
B6b£ar, president of the Asa insur- 
ance group. Alcatel executives con- 
ceded yesterday that their chair- 
man's problems will now hurt the 
group's exports, just as last year it 
helped halve the group’s share 
price. Ericsson, the Swedish tele- 
communications group, yesterday 
denied Alcatel's thinly veiled accu- 
sations that it was trying to muddy 
. toe French company’s name in for- 
eign markets. 

A senior corporate lawyer 
suggested the damage to French 
e^iorts. at a near-record FFiS7hn 
(£10A9bn) surplus last year, would 
be wider still. “Our international 
competitors will certainly use these, 
affairs (involving Alcatel and other' 
French companies] against us." she 


Mr Michel Camdessus, the 
managing director of the Interna- 
tional Monetary Fund, has thrown 
his considerable weight behind 
the economic stabilisation pro- 
gramme painfully negotiated with 
the Russian government He has 
given it a personal “vote of confi- 
dence*’, and will argue in favour of 
releasing the promised S6.5bn 
standby credit when the IMF 
board considers it in the very near 
future. This is a gamble, but one 
that should be taken. 

It was clear, when the IMF first 
became involved in toe Russian 
reform effort that any decision to 
support toe process would be as 
much political as economic The 
capacity of the Russian govern- 
ment to deliver on its promises of 
stabilisation has proved to be 
most uncertain. Sometimes it has 
been undermined the stubborn 
resistance of the Russian parlia- 
ment sometimes by the vacilla- 
tion of President Boris Yeltsin 
himself. Both have been subjected 
to toe lobbying of the bankrupt 
but still powerful, farms and facto 
nes of the old state system. 

It is really anybody’s guess 
whether that process will under- 
mine this latest effort to haul the 
Russian economy out of its down- 
ward spiral, or whether the vital 
personal commitment of Mr Yelt- 
sin - given to Mr Camdessus - 
will be enough to save it The test 
will come around July, when the 
farms will come begging for 
another round of soft credits, and 
the factories will be hammering at 
the Kremlin's gates, threatening 
mass unemployment if they are 


uot bailed out yet again. By topn, 
the December elections for the 
Russian parliament will be loom- 
ing ominously near, and the 1990 
pre sid e n tial election will be just 12 
months oft The pressure to capit- 
ulate will be huge. 

Nevertheless, toe IMF team has 
done its best to ensure that toe 
programme stays on course this 
time. For a start, the money will 
only be paid out in monthly 
tranches, to the considerable cha- 
grin of the Russians. Tough 
restraint on the budget deficit, 
and a consistent anti-inflationary 
policy will be regularly monitored. 
Mr Yeltsin’s recent decree on bud- i 
get discipline - requiring approval 
from the president, parliament 
and government for any departure 
from spending targets - should 
also help. His parallel decree, 
scrapping existing export privi- 
leges, should do much to curb cor- 
ruption in toat vital area, if it is 
implemented. But realists will 
remain sceptical until they see it 
put into practice. 

However confident Mr Cam- 
dessus may sound, IMF backing 
for this programme is a gamble. 
Yet toe alternative, of refusing 
support, would be worse. The pro- 
gramme will be thoroughly 
unpopular. It may ensure that Mr 
Yeltsin is not reelected. But fail- 
ure to stabilise the economy is, 
even so, for more likely to bring 
dangerous forces to power. Mr 
Camdessus has made the right 
choice. At worst, the IMF will lose 
some money and a bit more credi- 
bility. At best, its decision will 
secure Russian reform. 


New realism 


The statement of a hug and values 
approved yesterday by Labour’s 
National Executive now seems 
certain to replace Clause 4 of toe 
party's constitution. Instead of its 
historic commitment to mnunmi 
ownership, Mr Tony, Blair has pro- 
duced a set of principles designed 
to fix Labour in the mainstream of 
left-of-centre European politics. He 
is to be congratulated. , 

The party leadership long ago 
abandoned the central vision of 
Clause 4: a socialist utopia in 
winch the state appropriated and 
then redistributed the fruits of 
economic growth. The reluctance, 
however, of many members to 
abandon formally a credo framed 
during tbe Bolshevik revolution 
symbolised an emotional attach- 
ment to the politics of the past 

Mr Blair was right to decide that 
his party had to confront this con- 
tradiction if it was to convince the 
electorate that it had embraced 
the market economy. The disarray 
within the Conservative party had 
persuaded some of his colleagues 
they should wait simply until the 
voters turned out the government 
But Labour should not win power 
by default. To be competent in 
government it must have a dear 
idea of the principles, and the con- 
straints, under which It would 
operate. 

The vigour with which Mr Blair 
has pressed this case has been a 
testament to a determined leader- 
ship style. His success In margin- 
alising the opponents of change, 
particularly among trade union 
leaders, has provided him also 
with some of the freedom of action 
he wifi need when it comes to 


turning high principle into realis- 
tic policy. 

The defining idea of the alterna- 
tive Clause 4 is individuals can 
prosper only “by toe strength of 
our common endeavour”. Some 
will find. inspiring, the ideal of a 
society in which power, wealth' 
and opportunity are “in the hands 
of the many not the few”. Others 
wifi see in such aspirations an ide- 
alistic. and unflttarnahte dream. 
Most will welcome the commit- 
ments to Europe and to a more 
accountable democracy. 

From Mr Blair’s perspective, 
however, toe important point is 
that the party’s constitution no 
longer presumes a set of policies 
which would lead, automatically, 
to the self-destruction of a Labour 
government. The commitment to 
public ownership is cautiously 
framed. It is placed firmly in tbe 
context of a thriving private sec- 
tor and respect for the enterprise 
of the market and for the rigour of 1 
competition. His decision to dis- I 
avow the words “frill employ- 
ment” while preserving the senti- 1 
ment behind them is another 
example of the new realism. 

The statement is significant 
because it changes the terms of , 
the political debate in the UK. It 
defines Labour as a party with a 
set of basic values rather than as 
a class-based organisation 
obsessed with an outmoded con- 
cept of ownership. It favours the 
individual over the collective. The 
voters, justifiably, will want to 
mpka their judgment on the basis 
of a much more detailed policy 
prospectus. But Mr Blair has set 
off in the right direction. 


Mr Kinnock’s test 


The European Commission, will 
today seek from toe Council of 
Minister s authority to negotiate 
on behalf of EU members all bilat- 
eral deals on airline traffic with 
the US. The decision poses an 
important test for Mr Nell Kin- 
nock in his role as transport com- 
missioner — and a bigger 

one for EU airline policy. 

The C ommis sion has brought 
the matter to a head because It is 
irked by US moves to sign “open 
sides'' agreements with nine small 
Euro pean countries, six of them 
EU members. Brussels fears that 
Washington has embarked on a 
strategy of dividing the Em’s mem- 
bers, so as to undermine its policy 
cohesion from within. 

Mr Kinnock lias written to toe 
EU governments concerned, 
threa tening court action if they 
continue to negotiate or sign deals 
with the US. He says the agree- 
ments proposed by the US are dlfi- 
gal, because they do not embody 
provisions required by the ElTs 
regulations a wd could conflict 
with its comp etition rules. So liar, 
the governments appear to have 
I gnor ed his threat, and the dispute 
may ultimately have to be 
resolved in the courts. 

This relatively narrow dispute 
has acquired larger political 
dimensio ns because the Commis- 
sion is trying to .use it to further 
its riahng for “sole competence" in 
negotiating transatlantic 
agreements. It insists that EU 
members can extract reciprocal 
concessions in bargaining with 
the US only by presenting a 
irntad front It points out that EU 


trade policy already applies that 
principle to many other sectors. 
Why. Brussels asks, should air- 
lines be an exception? 

There is a logic to the argument 
But it contains a substantial flaw. 
There is a functioning internal 
market in most products and ser- 
vices covered by the Ell's common 
commercial policy. That is not yet 
true of airlines. Though toe EU 
haw agreed a liberalisation blue- 
print, it wifi take several years to 
implement It is still unclear that 
it goes for enough to achieve free 

competition. 

The European airline market 
remains deeply fragmented by 
national champion policies, 
reflected in widespread state own- 
ership of flag carriers. These poli- 
cies have not only prevented 
industry rationalisation across 
borders. They continue severely to 
distort competition, by encourag- 
ing state subsidies of loss-making 
airlines, at the expense of efficient 
and profitable rivals - a practice 
that Brussels has so far proven 
unable to curb. 

In these circumstances there is 
a risk that a common external pol- 
icy would serve as a pretext for 
protectionism. Achieving open 
skies within its borders must be 
the EITs first priority. Mr Kinnock 
will have a golden opportunity to 
show he means business soon, 
when he decides on Spain’s plan 
to pump Ptal30bn (Jibn) of state 
aid into Iberia, its state airline. 
How he handles that proposal wUl 
be a for mere important test of his 
authority than today’s Council 
decision. 


Elite searches for 
safety in numbers 

The bonds between French business and the state are 
weakening, say David Buchan and John Ridding 


says, adding; “We are not angels - 
we would probably do tbe same 
against them." 

French business has not rushed 
publicly to the defence of Mr Suard 
in the way that it expressed outrage 
at the detention last May of Mr Did- 
ier Plneau-Valenciennes, the presi- 
dent of the Schneider electrical 
group. When he was detained for 
nearly two weeks in a Belgian jail 
while being investigated for alleged 
fraud in two of Schneider's Belgian 
subsidiaries, they thought It easy to 
brand Belgium a banana republic. 

Now, business leaders cannot be 
so sure. They have seen French 
magistrates tar their reputation fur- 
ther by a steady stream of judicial 
allegations and take draconian 
action against politicians. A former 
minister, Mr Alain Carignon. has 
been held in a Lyons jail «nfo last 
October on charges of corruption. 

There is little help from the politi- 
cians. The country is now in toe 
throes of a presidential election, in 
which no candidate dare be seen to 
be covering up for crooked busi- 
nesspeople. 

This is even - or perhaps espe- 
cially - true of Mr Edouard Baha- 
dur. He has sought to make a virtue 
out of the resignation of three of his 
ministers over corruption charges 
by pointing out that his govern- 
ment lias been prepared to let jus- 
tice take its course. 

While he was still riding high in 
the polls, Mr Balladur expressed 
concern about defendants' rights 
being hurt by magistrates leaking 
to the press and holding so many 
people in custody. Mr Carignon is, 
for instance, one of 24,076 people 
held in prison pending trial out of a 
total French prison population of 
54,622. A month ago, Mr Balladur 
called for such detention to be 
reserved for those accused of vio- 
lent crimes. 

Now, however, there is silence 
from Mr Balladur, as from other 
candidates, on toe Suard affair. The 
prime minis ter has another reason 
to keep mute. As minister of 
finance, he appointed Mr Suard in 
1986 to bead Compagnie G£n£rale 
d ’Electricity, which became Alcatel 
after its privatisation a year later. 

He was also an employee of tbe 
group before 1966 and after 1988. 
Indeed one of the minor reasons for 



group's relationship with tbe tele- 
coms operator has been worsened 
by the allegations that Alcatel has 
been overcharging the latter. 

Indeed, the most significant result 
of toe Suard affair may he to create 
a fundamental change in French 
industrial policy by ending toe cosy 
relationship between the country’s 
telecoms operator and its main sup- 
plier. An Alcatel executive said yes- 
terday: “France Telecom is taking 
advantage of our current weakness 
to do what they have to do ahead of 
1998.” when the liberalisation of the 
European telecoms market will 
force operators to cut costs on 
everything, including equipment 

Hitherto, fiance Telecom has 
bought most of its equipment on 
three-year contracts from Alcatel 
and a small portion from MET, a 
joint venture between Matra of 
France and Ericsson. A France T616- 
com official yesterday confirmed 
that the utility is now “pushing 
prices down" for AlcateL Its previ- 
ous three-year purchasing contract 
having expired last year, France 
TklCcom is now considering putting 
its future needs out to international 
tender. 
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Faces of France: (clockwise from top left) Edouard Balladur. presidential 
candidate; Jean Peyrelevade of Credit Lyonnais; Alain Carignon, former 
minister; and Pierre Suard, who remains chairman of AIcatel-Alsthom 


his recent plunge in the polls was 
his reluctance - now remedied - to 
reveal the amount of money he 
quite legally made in selling his 
stock options in GSI, an Alcatel 
computer subsidiary, on becoming 
prime minister. 

Mr Suard's links to Mr Balladur 
and his friendship with Mr Jacques 


Chirac, the other Gaullist presiden- 
tial candidate, appeared to give 
Alcatel an advantage in exploiting 
opportunities in France’s public sec- 
tor. Mr Suard hoped to win a stake 
for the group in Framatome, the 
state-owned nuclear reactor maker, 
and France Telecom. Not only has 
he foiled in these efforts, but the 


S uch a move would allevi- 
ate tbe impression of an 
unreformed French public 
sector, which is likely to 
be reinforced by the immi- 
nent government bail-out of Credit 
Lyonnais. Tbe state-owned bank is 
returning this month for an even 
larger injection of state aid and 
guarantees for bad loans than the 
more than FFr20bn it got last year. 

This prospect led Mr Vienot of 
Societe G&terate - who happens to 
sit on the Alcatel board with Mr 
Jean Peyrelevade. president of 
Credit Lyonnais - to complain that 
the planned bail-out created “an 
unacceptable distortion of competi- 
tion". 

Whether Mr Vienot will carry his 
criticism so far as to lodge a formal 
complaint with the European Com- 
mission's regulators of state aid is 
unclear. But the pressure of the 
Credit Lyonnais fiasco, the France 
Telecom-Alcatel tension and the 
various corporate scandals is lead- 
ing to a slow crumbling of the 
elite’s traditional solidarity. 

In spite of the dramas, the weak- 
ening of this interlocking oligarchy * 
will be evolutionary, not revolution- 
ary. Reform of corporate gover- 
nance to give boards more control 
over the all-powerful “president- 
directeur-gfcneraT is only gradually 
penetrating French business. A new 
president and government may well 
be in a stronger position to rein in 
the business investigations of 
France’s headstrong magistrates. 

But a return to a bridled judiciary 
and to the old bonds between busi- 
ness and state is not on the cards. 
Mr Suard's ordeals are not the end 
of an unsettling process. 


Opinions on pay spark company reaction 


\ In 20 years of 
I — J specialising in 
r fu -J board-level employ- 
{_ fllf.,- ment law in the UK. 
d a s y r ^j r I have represented 
j Pb gSj numerous public 
companies and their 
executlTCS m negoti- 

— KIMS. ating employment 

packages and termination settle- 
ments. 

It is clear to me that the cam- 
paign to revolutionise the structure 
of executive remuneration now has 
unstoppable momentum. 

What is perhaps surprising is that 
tbe companies under attack in the 
present furore over executive pay 
appear to be unable to marshal a 
public relations campaign to match 
that of their detractors. It is there- 
fore important to appreciate that 
many companies have already 
reacted positively to the changed 
climate of opinion. 

First, on basic pay, there is a 
number of recent examples where 
incumbent senior executives have 
accepted reduced remuneration. 
Last week. Kingfisher, the UK 
retailer, announced it was cutting 
the bonuses of Sir Geoffrey Mul- 


Balance of 
trade 

■ What next for Ireland’s Peter 
Sutherland, due to step down 
tomorrow as the acting 
director-general of the World Trade 
Organisation? There is always the 
chance that he might be swayed by 
a last minute plea to stay on, 
especially since he has no obvious 
job to go to. 

However, Sutherland is keen to 
be on his way and the only surprise 
is that his name has not yet been 
linked to another high profile job. 
After all he was being mentioned 
last year as a compromise candidate 
for the presidency of the European 
Commission. 

When he stepped down as a 
European Commissioner in 1988, be 
was not out of work for long, 
qnickly taking on the chairmanship 
of Allie d Irish Banks and a clutch of 
blue-chip directorships. 

At 48. Sutherland is unlikely to 
want to retire into obscurity. Then 
a g ain , there are no obvious 
openings on the international stage 
and returning to be chairman of a 
medium-sized Irish company may 
not be challenging enough for a 
man of his stature. 

That leaves Irish politics. He is a 
forma: Irish attorney general and 
shares the same politics as Fine 
Gael, Ireland’s ruling party. 

Perhaps a statesmanlike role could 
be found for Sutherland helping 
Ireland prepare for its presidency of 


cahy, its chief executive. 

I am now seeing cases where 
incoming senior executives are 
accepting less attractive packages 
than those of their predecessors. In 
one recent case, a major institution 
offered a chief executive's package 
with basic pay at some 25 per cent 
less than the predecessor’s. Ancil- 
lary benefits were much more 
dependent on performance. 

Second, it has been recognised by 
most companies that share option 
schemes are in need of an overhaul 
This is because old-style schemes 
were risk-free and involved no capi- 
tal outlay for the beneficiary. As 
they expire, they are generally not 
being replaced by similar schemes. 
Instead, a number of alternatives is 
springing up. 

Some of these give the executive 
the right to exercise the option only 
if the company has hit predeter- 
mined targets. These might be 
expressed in terms of earnings per 
share, increases in the company's 
share price, or the company’s per- 
formance against other comparable 
companies. 

Another device is known as the 
restricted share scheme. Under this 


sort of arrangement, a performance- 
related bonus is provisionally 
awarded to tbe executive, payable 
in shares; but ownership of the 
shares only vests if the executive 
stays with the company for another 
three to five years. Such arrange- 
ments are ideal as a means of 
rewarding performance and loyalty. 

Most large companies are also 
reviewing the length of senior exec- 

The campaign to 
revolutionise the 
structure of executive 
remuneration is now 
unstoppable 

utives’ service contracts: two years 
rather than three wUl soon have 
become the norm for the socalled 
“rolling contracts”. 

Because of the method of calculat- 
ing damages, this will not have a 
major impact in reducing payments. 
However, it remains the objective of 
some investor institutions to arrive 
at one year as the norm. If and 
when this is achieved, it would 


have considerable impact on the 
size of termination payments to 
departing executives. 

It is understandable that execu- 
tives who are asked to reduce their 
notice periods often seek something 
in return, and compromises are 
being reached. Some companies are 
agreeing to a fixed damages clause 
stipulating in advance what the 
executive would receive in the 
event of premature termination. In 
other cases, companies are agreeing 
to "change of control” provisions 
providing for fixed damages if tbe 
executive elects to leave a company 
when it is taken over. 

Remuneration committees should 
have reacted earlier and more 
openly to public disquiet over 
executive pay when It surfaced in 
1992. 

For one thing, it was insensitive 
to escalate the basic pay of senior 
executives when many others were 
suffering financial pain. For 
another, the so-called “performance 
incentives” in many executives* 
contracts were too easily attainable. 
Finally, because of the difficulty of 
defining toe term “performance" in 
legal terms, it was enormously 


expensive for companies to remove 
“non-performers” who were pro- 
tected by long notice periods. 

However, much progress is now 
being made. Climbing out of a long 
recession. British industry needs 
settled and well in centi vised senior 
management. Shareholders, the 
media and politicians should take 
stock of what is being achieved, and 
think long and hard before counten- 
ancing the sort of governmental 
intervention that has recently been 
suggested. 

In recent years the UK has 
stemmed the tide of top managers 
eschewing posts In British compa- 
nies for greener pastures abroad. 
But this situation could easily 
change. 

There is a shortage of top manag- 
ers in the TJK. In my view market 
forces, tempered only by share- 
holder influence, should dictate 
their pay. 

Alasdair Simpson 

The author is senior partner of 
Manches & Co, a London commer- 
cial law firm 
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the European Union next year. 

It coincides with the 
inter-governmental conference to 
review the Maastricht treaty, so 
Sutherland would be in his element. 


Cooked goose 

■ Is Edouard Balladur, the prime 
minister rapidly plummeting in the 
polls as he fights for the French 
presidency, being forced to eat his 
words? 

On Sunday he noted how “the 
gauche caviare", France’s 
champagne socialists, had suddenly 
discovered calf s head - a cutting 
reference to his currently more 
buoyant rival Jacques Chirac's 
penchant for traditional rural 
cuisine. 

So what was on the lunch menu 
yesterday at the prime minister's 
office yesterday? Nothing other 
than liie de veau. Looks as if the 
chef has spoilt bis chances of 
transferring to a BaDadurian 
Elysee. 


Gut reaction 

■ One of the minor consequences 
of the Barings fiasco has been the 
flowering of a cottage industry hi 
metaphor manufacture, as assorted 
international bigwigs attempt to 
convey to mere mortals the essence 
of what went wrong. 

One of the more graphic 
Formulations came last week from 
Securities and Exchange 


Commission chairman Arthur 
Levitt. He was quoted contending 
that “the Barings issue ... is not a 
derivatives issue - they could have 
been trading in cabbages”. Urgent 
Uncovered position. Please deposit 
two more leaves of finest savoy. 

Yesterday it was the turn of CS 
Holding’s chairman Rainer Gut, 
who chose to interpret Barings’ 
demise as a salutary warning. “It’s 
like a man who goes into a bar, has 
too much to drink and then has a 
hangover. We have to learn lessons 
from this.” Too bad that the 
hangover in this case was terminal. 


Alchemy rules 

■ You thought East Germany and 
the Soviet Union were defunct, 
didn't you? Wrong. The USSR has 
just taken gold medal. East 
German; the bronze, in toe 10th 
correspondence chess Olympiad, 
justended. 

The Olympiad - which requires 
players to make 10 moves each per 
month and post them to their 
opponents - took eight years to 
complete. East Germany achieved 
its bronze by beating West 
Germany. 


Soviet high jump 

■ T alking of the former Soviet 
Union, freedom is proving a 
distinctly mixed blessing for its 
erstwhile sporting heroes. Like 
their western counterparts, they are 


now turning to business to 
supplement their earnings - with 
varying degrees of success. 

Serhiy Bubka, the world’s 
greatest pole vaulter, is doing well 
enough. He is still competing and 
winning, but is also owner of 
several stores, runs slot machines 
and holds an exclusive licence to 
make official stamps in Donetsk, 
Ukraine’s grimy industrial town. 

Aleksander Kolchinsky, twice 
gold medallist in wrestling, is faring 
less welL He has just been sent to 
prison for seven years for extortion. 
Still at least he managed to keep 
his arm-twisting skills in good 
shape. 


Vote buyer 

■ The entrepreneurial spirit 
flourishes in the new South Africa. 
When Lance Dutton, a young Cape 
Town businessman, read that 
several thousand blank ballot 
papers had been found in a 
warehouse after last year’s election, 
he successfully bid £20,000 for them. 
He then laminated the papers, 
which display in colour the 19 
contesting parties, their symbols 
and their leaders. 

So successful was the venture in 
South Africa that he's now selling 
them in Britain, at £6 a ballot sheet 
Tm offering people the chance of 
owning the most significant piece of 
paper in South African history," he 
says. 

Or was that not the form 
releasing Nelson Mandela from jail? 


100 years ago 

The Bamboo Cycle Company 
The inventors of these cycles 
claim to have succeeded in 

I’naniifijd hrrrop machine s which 

are lighter, cheaper, less liable to 
damage and easier to clean, and. 
further, which possess greater 
“resilient" properties than any 
yet brought before the public. 
These important Improvements 
have been attained by the 
introduction as substitutes for 
steel in the frames, of cycles of 
bamboo and al uminium, which 
are two of the strongest and 
lightest materials known. The 
remarkable strength of bamboo, 
having regard to its extreme 
lightness, is perhaps not 
generally realised. The tightness 
. gained becomes of even greater 
importance when applied to the . 
manufacture of tricycles. 

50 years ago 

British purchase of tea 
The Minister of Food, on behalf 
of the United Nations, lias 
practically completed 
negotiations for the purchase of 
the total exportable surplus of 
tea from India, Ceylon and East 
Africa. “Subject to unforeseen 
conditions,” the minister said, 
“there should be enough tea . 
available In Britain to maintain . 
the tea ration for a year.” ' 
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China to resume talks on 
joining world trade body 


By Tony Walker hi Beijing and 
Frances Williams In Geneva 

C hina agreed to resume talks on 
joining the World Trade Organi- 
sation yesterday after the US 
expressed support for its admis- 
sion. 

The new round of discussions 
will begin in Geneva nest month. 
Mr Mickey Kantor, US trade rep- 
resentative. said. 

China suspended negotiations 
in December after it foiled to sat- 
isfy entry requirements. Chinese 
officials accused the US or mak- 
ing ‘'exorbitant” demands. 

However, SinoUS trade rela- 
tions have improved markedly 
since agreement late last month 
on steps to curb copyright abuses 
and open the Chinese market to 
US entertainment and informa- 
tion products. 

An agreement at the weekend 
on further steps by C hina to open 
markets to US products, includ- 
ing agricultural items, paved the 
way for Mr Kantor to declare 
firm support for Beijing's WTO 
application. 

Mr Kantor called the accord “a 
roadmap for our work to resolve 
differences over market access, 
services, agriculture and China's 
accession to the WTO". 


China and the US yesterday signed a seven-year satellite launch 
agreement that commits the Chinese commercial apace Industry to 
market rules aid fair competition, writes Tony Walker. The memorandum 
limits China to 11 satellite launches for international diems excluding 
mflitary, government or non-commercial payloads. China also agreed not 
to undercut rivals with “below-cost pricing, government inducements and 
uifair business practices". The agreement allows China to seO launch 
services at prices up to 15 per cent cheaper than market rivals. 


The US indicated that it would 
offer some backing for China's 
argument that it should be 
regarded as a developing country 
in its application to join the 
WTO. Developing, as opposed to 
developed, countries attract 
lenient treatment in their mem- 
bership bids for the WTO, which 
came into existence as the suc- 
cessor body to the General Agree- 
ment on Tariffs and Trade on 
January 1 this year. 

Mr Kantor said; "Both coun- 
tries understand that China 
could be characterised as devel- 
oped or developing, depending on 
the Uruguay Round category.” 

“This agreement dictates that 
we move beyond labels and 
address each issue on a realistic, 
pragmatic basis.” Developing- 
country status in the WTO would 
make C hina eligible for several 
years of exemptions from tougher 
developed-country standards. 


Mr Kantor raised the issue of 
human rights in what he called a 
"productive and frank exchange” 
with Jiang Zemin, China's Com- 
munist party chief and president 
He voiced US disappointment and 
said China's “failure to make 
progress [on human rights] will 
continue to present difficulties". 

In Geneva, trade diplomats 
reacted with caution to the new- 
found US enthusiasm for early 
Chinese entry to the WTO. and 
said they wanted to know more 
about what had transpired 
between the US and China in Bei- 
jing. 

There is wide support in princi- 
ple among WTO members for 
China to join the world trade 
body, but until now they have 
shared the US view that Beijing 
was not ready to comply with 
WTO rules and obligations. 
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UK regulator bars Barings 
directors from posts at ING 


By Norma Cohen and 
John Gapper in London 

Former directors of Barings, the 
collapsed UK merchant hanking 
group, have been barred tempo- 
rarily by UK securities regulators 
from becoming directors of the 
new Barings businesses created 
by Dutch bank Internationale 
Xederlanden Group. 

The Securities and Futures 
Authority has told ING not to 
appoint former directors or Bar- 
ings to the boards of two new 
companies formed to take on Bar- 
ings' business until the Bank of 
England has completed its 
inquiry. 

Mr Christopher Sharpies, chair- 
man of the authority - which 
authorises individuals to conduct 
securities business - said it 
would decide after the inquiry 
whether directors were "fit and 
proper”. 

SFA rules require staff who 


move to new' firms to reapply for 
authorisation. While most such 
applications are routine, the 
authority inquires into the cir- 
cumstances under which an indi- 
vidual left the previous employer. 

"The directors of any company 
that goes into liquidation have 
got a lot of explaining to do 
before we allow' them to run 
another company,” said Mr 
Sharpies. He said the "onus will 
be on them" to prove they were 
fit to do so. Mr Sharpies said ING 
had been "entirely supportive" 
about the SFA's stance, provided 
Barings directors were not dis- 
barred from working. It has 
appointed Barings directors to a 
"liaison committee” running the 
new businesses. 

Mr Sharpies said former direc- 
tors of Barings pic, and of Bar- 
ings Securities, its broking arm. 
would not be allowed to be direc- 
tors of the ING-held businesses. 
The SFA was formerly the regu- 


lator of Barings Securities in the 
UK. The directors of Barings pic 
include Mr Peter Baring, the 
chairman, and Mr Andrew Tuc- 
key. deputy chairman, as well as 
Mr John BoLsover. the head of 
the investment management 
arm, and Mr Peter Norris, the 
head of investment banking. 

ING approached the SFA when 
it was negotiating to buy Bar- 
ings' businesses to ensure there 
were no obstacles to the pur- 
chase. It was told that Barings 
directors and manager s could 
continue working, but not as 
directors of any new companies. 

Mr Nick Leeson, the former 
Barings trader accused of bring- 
ing about the collapse by amass- 
ing £860m <$1.4bn) of losses in 
derivatives contracts, yesterday 
formally refused to consent to 
extradition to Singapore at a 
court hearing in Frankfurt. 

ING suspends staff. Page 10 


Buffett writes down stake in USAir 


Continued from Page 1 

vice-chairman of Berkshire Hath- 
away. would continue as direc- 
tors of USAir if it was successful 
in “reaching a timely agreement 
with organised labour groups". 

Yesterday, Berkshire Hatha- 
way said USAir had not been suc- 
cessful in achieving necessary 
labour cost savings. 

Therefore, Mr Buffett and Mr 
M linger would not stand for re- 
election. 


BA indicated yesterday it was 
too soon to say that talks with 
the unions had failed. Sir Colin 
Marshall. BA's chairman, said 
last month that the outcome of 
these negotiations would deter- 
mine whether BA took a write- 
down. 

USAir said the writedown did 
not affect it and that talks with 
unions were continuing. It said 
cost-cutting measures worth 
5500m had been made recently. 

BA said it expected benefits of 


$l00m from its alliance with 
USAir this financial year. These 
include an increase in BA's pas- 
senger flow and cost savings 
from sharing facilities with 
USAir. 

Berkshire Hathaway bought 
5358m of USAir's convertible pre- 
ferred stock in 1989. However. 
USAir has made substantial 
losses over the past five years 
and last September deferred the 
quarterly interest payment due 
on Its preferred stock. 


Tapie at 
odds with 
judge in 
bribery 
hearing 

By Andrew Jack in Paris 


Mr Bernard Tapie, the 
controversial French business- 
man, produced a colourful open- 
ing performance in court yester- 
day, swapping barbs with the 
judge as he denied attempting to 
bribe a football team to throw a 
vital game. 

In a case likely to be the most 
spectacular of the legal battles 
facing him, Mr Tapie and five 
others are accused of attempting 
to rig a football match and influ- 
ence witnesses. 

Mr Tapie, a former socialist 
minister of urban affairs who 
once controlled Adidas, the Ger- 
man sporting-goods group, was 
threatened with eviction from 
the courtroom by Judge Bernard 
Langlade. Mr Tapie interrupted 
the reading of the charges 
against him, answering back to 
the judge and disrupting testi- 
mony. 

"The search for truth demands 
that you should not just say any 
old thing.” Mr Tapie said after 
the indictment When the judge 
said: U I will not allow myself to 
be abused by anyone", Mr Tapie 
replied: “Nor will I". 

The trial, in the northern 
French city of Valenciennes, 
combines political, business and 
sports scandals and has gener- 
ated enormous public interest It 
is expected to last about two 
weeks. 

If Mr Tapie loses, he faces sub- 
stantial fines and a jail sentence 
of up to three years, which 
would jeopardise any remaining 
hopes of a political career. Mr 
Tapie's leftwing movement, Rad- 
ical Energy, won 12 per cent of 
the vote, 13 seats, in last year's 
French elections to the European 
parliament 

Mr Tapie has combined a taste 
for high living with a populist 
image as a champion of the left 
He was heralded as a saviour in 
Marseilles in the 1980s when he 
salvaged the fortunes of its foot- 
ball team Olympique de Mar- 
seille and led it to victory at the 
European championships. He 
had hoped to ran as mayor of the 
city in elections dne in June. 

But Mr Tapie has also been 
eagerly pursued by his creditors, 
induding the French tax inspec- 
tors and Credit Lyonnais, the 
loss-making state-controlled 
bank to which he owes some 
FFrl Jbn (5240m). 

An appeal court in Paris is due 
to decide at the end of this 
month whether a personal bank- 
ruptcy order made against Mr 
Tapie late last year is valid. 

The football-rigging scandal 
was a turning point in Mr 
Tapie's career. Mr Jacques Glass- 
man, captain of rival football 
team Valenciennes, accused Mr 
Jean-Pierre Bernes, general man- 
ager of Marseille, of trying to 
bribe three of his players to lose 
a match which led to the team's 
fifth successive French league 
victory in 1993. 




Europe today 

A zone of high pressure over Russia will 
influence conditions over much of 
eastern and central Europe. 

Areas of low doud will cover Germany, 
the Balkans, and eastern parts of the 
Low Countries. 

Temperatures will be dose to zero over 
the northern Balkans and Poland. 
Central and eastern Scandinavia wifl 
have sunny spells and doud. 

Norway will have doud and rain as a 
frontal system moves inland from the 
Atlantic Ocean. Conditions In the 
Mediterranean wilt improve, with ran 
confined to southern Italy and Greece. 

Five-day forecast 

The zone of high pressure over Russia 
will weaken as zones of low pressure 
between Iceland and Scotland 
strengthen. That will mean unstable 
conditions, with rain and wind at times, 
over western Europe. 

The Mediterranean will be generally 
sunny and dry. Italy and Greece wifl 
have occasional showers. 
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Alcatel has its back to the ■■‘•all. U 
allegations of overcharging France 
Telecom are proved, the company's 
reputation will be damaged. Bu: even 
if Alcatel is cleared, its telecoms busi- 
ness faces a challenging future. The 
cosy relationships between state- 
owned telephone monopolies and 
favoured suppliers - which have 
allowed Alcatel to earn fat margins - 
are breaking down. As the telephone 
operators face greater competition. 
they are putting pressure on their sup- 
pliers for better deals. 

Deutsche Telekom's tougher pro- 
curement policies ahead of privatisa- 
tion have already forced Alcatel's Ger- 
man subsidiary into losses. France 
Telecom is likely to follow suit, even if 
it remains publicly owned. Margins in 
Alcatel's third big European market. 
Italy, are also under pressure. That 
should intensify when the state's 
majority stake in Stet is sold. 

Alcatel is not well structured ro 
respond to this changing environment. 
Us deeply entrenched local subsid- 
iaries may have been necessary to win 
contracts in the old days, but they 
involve duplication of effort which 
inflates the group's costs. Alcatel has 
b elatedly started to streamline its 
structure. But investors will be wor- 
ried if the chasm at the top leads it to 
take its eve off the ball. Mr Pierre 
Suard. the chairman, may have 
received a vote of confidence from his 
fellow directors yesterday. But unless 
the ban on his involvement in the 
business is revoked quickly, his col- 
leagues will need to review their deri- 
sion to keep him on board. 

Rand 

South Africa's government of 
national unity took a courageous step 
in deciding to scrap the financial rand 
for foreign investors. Its courage was 
trebly rewarded yesterday when 
bonds, the new currency and equities 
all closed higher on the day. This reac- 
tion was in marked contrast to the 
fearful consensus among analysts that 
the abolition of the finrand would trig- 
ger outflows of foreign capital. 

At the very least, it was thought, 
foreign investors would require higher 
yields on bonds and equities to com- 
pensate for the elimination of the fin- 
rand as a cheap way into South Afri- 
can assets. But the modest 
strengthening of markets yesterday 
showed international investors’ confi- 
dence in the country’ s economic man- 
agement is high enough for that pre- 
mium to be discarded for now. Their 
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confidence is based in part on expecta- 
tions :na: tomorrow's budget will 
show further signs of fiscal prudence. 

The smooth transition to the new 
currency regime bodes well, but 
bardly guarantees an easy ride for 
markets in future. Political risks 
remain enormous and greater liquidity’ 
for the new rand means that foreign 
investors can more easily repatriate 
assets at the faintest sign of trouble. 
Fun term ore. a bigger test for the cur- 
rency has yet to come: residents of 
South Africa are still subject to cur- 
rency controls IX and when these are 
eased, residents are unlikely to show 
toe same faith in the country and its 
currency as foreign investors. 

Cariplo 

The restructuring of Italy’s archaic 
banking system gathers pace. The 
decision by Cariplo's owners to sell a 
large tranche follows a similar 
announcement last week by the major- 
ity shareholders of Istituto San Paolo 
di Torino. The disposals are partly 
inspired by the government: it wants 
such charitable foundations to reduce 
their dependency on the banks. The 
newly-liberated banks can then under- 
write and distribute the industrial pri- 
vatisations needed by Italy to alleviate 
its budget deficit. 

But the banks themselves are also 
keen to gain their freedom, not least 
because they could raise capital at the 
same time. Cariplo wants to form an 
alliance to counterbalance the huge 
might of Mediobanca and its allies 
Banca di Roma. CTedito Italiano. and 
Banca Commerciale Italians. One way 
for Cariplo to cement its grouping 
would be to use additional capital to 


increase its stake in IM1, or even 
exchange shareholdings with Monte 
dei Paschi and San Paolo. 

However, if Cariplo’s owners want 
the share sale and offering to be more 
successful than last year's abortive flo- 
tation. they will need to demonstrate 
less greed. At that time, the founda- 
tion blamed market conditions for the 
flotation's failure. But the sale was 
really doomed by the excessively high 
price being asked. Investors, who have' 
watched their shares in IMI and San 
Paolo consistently trade below the 
issue price will prove understandably 
cautious about Cariplo’s sale this time 
round. The pricing will need to reflect 
their concern. 

Northern Electric 

Northern Electric's refusal to let 
shareholders consider Trafalgar 
House's £9.50-a-share bid smacks of 
arrogance. The electricity company is 
within its rights not to consent to 
Trafalgar’s second, lower bid. How- 
ever, the circumstances surrounding 
Trafalgar's attack are exceptional. 
Since che electricity regulator 
announced an industry-wide price 
review last week. Northern's share 
price has plummet! ed to £7.38. The 
gap of more than £2 between the cur- 
rent price and the second offer is sig- 
nificant enough to merit referring the 
decision to shareholders. 

The claim that Northern's manage- 
ment is in a better position than its 
shareholders to assess its regulatory 
prospects is rather hollow. If the com- 
pany can determine value accurately, 
despite the regulatory uncertainty, 
investors will want to know what 
financial rewards are now on offer. 
Here. Northern finds itself in an awk- 
ward position. It was the package of 
financial goodies for shareholders, 
offered in defence of the original 
Trafalgar House bid, that helped alert 
the regulator to the excessive .finanrial 
strength of the regional electricity 
companies. A revised offer of sweeten- 
ers before the conclusion of the review 
would be tactless. 

Given the mounting pressure from 
shareholders, Northern should change 
its mind. If it does put the bid to 
shareholders, it should seek a commit- 
ment from Trafalgar Chat its offer 
would remain on the table whatever 
the outcome of the price review. One 
lapsed bid is unfortunate, but two 
would be worse than careless. 

See additional comment on UK buses. 

Page 23 


Lucas was up 3 at 186p 
after the company said it is 
entering into talks with 
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‘Weak’ result from 
Cathay Pacific 

Cathay Pacific, the Hong Kong airline controlled by 
Swire Pacific, unveiled net profits for 1994 of 
HK$2aabn (USS308m) - just 4 per cent a Hoa d of the 
HK$2-29bn earned In 1993. Mr Peter Sutch, chair- 
man, described the result as “weak" but expected 
an improvement this year. Page 22 

Italian purchase helps lift Pharmacia 

Pharm acia of Sweden, one of the world’s top 2Q 
drugs groups, said profits after financial items 
reached SErS.32bn ($739m) in 1994. up 60 per cent 
from SKr3.32bn a year earlier. Page 21 

Gnao-Gutselt underlines recovery 

A year of strong recovery in the Finnish pulp and 
paper sector was underlined yesterday when Enso- 
Gutzeit posted 1994 profits of FMl.58bn ($359m), 
more than three times the FM406m achieved a year 
earlier. Page 21 

OM closer to clearing pension deficit 

General Motors has moved closer to elirninaHp g fo- 
pension ftind deficit after w inning approval to 
transfer SSJbn of its Class E stock into the US 
hourly pension fond. The carmaker it ai<n 
put $1.8bn cash Into the fund so far this year. 

Page 20 

Earthquake to cut Kobe Steel by Y99bn 

Kobe Steel, which was hit hard by the parthqi jairp 
in western Japan earlier this year, said that it had 
suffered total damage worth an estimated Y131bn 
(S1.43bn), which, would reduce profits in the year by 
Y99bn. Page 22 

Fuzzy future 

Trading has begun in a new deliverable wool 
futures contract an the Sydney Future Eyrhqng *> 
the only such contract worldwide. Page 25 

TV interests lift MAI at half-time 

MAI, the UK media and finanriai services group, 
produced a mixed set of interim results that saw its 
television interests surge ahead more dramatically 
than expected but showed an equally large fall in 
its financial services businesses. 

Page 23 

Fsrirey expands with Loma purchase 

Fairey Group, the UK electronic and specialist engi- 
neering company, stepped up its expansion with the 
£l&2m ($29 An) acquisition of Loma Group, the pri- 
vately-owned detection equipment manufacturer. 
Page 24 

Refuge to seek approval for restructuring 

Refuge Group, the UK life insurer, said it was to 
start discussions with the Department of Trade arid 
Industry about its restructuring. Page 26 

Bankers Trust share Mt by warning 

Shares in Bankers Trust tumbled by more than 14 
per cent yesterday morning as the stock market 
reacted to a warning issued late on Friday that the 
company expectetfio report a $125m loss for the - 
first quarter of this year. Some other US bank 
stocks also suffered, as traders speculated that 
Bankers Trust was not alone in having been hit by 
the fall in Latin American financial markets and a 
' slowdown in derivatives trading. 
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Alcatel board stands by barred chairman 


By John Ridding tn Paris 

The board of Alcatel Alsthom yesterday 
expressed its confidence in Mr Pierre 
Suard but failed to damp speculation 
that the chairman and chief executive of 
the French industrial group could be 
forced to step down as a result of a fraud 
investigation. 

Alcatel said that the 14-member board 
bad expressed its “confidence and sup- 
port in Mr Suard", who has been barred 
from working at the group after being 
placed under investigation in a case 
involving alleged overbilling of France 
Telecom. 

The vote of support, however, was 
seen as a holding statement. A source 
close to the company indicated that fail- 


French industrial group expresses ‘confidence and support’ 
for Pierre Suard but observers suggest he should step down 


ure to resolve Mr Suanl’s legal problems 
in the near future, or to relax his mana- 
gerial ban, would push the group to find 
a replacement. 

Mr Suard is to appeal against Friday's 
ruling by Mr Jean-Marie D*Huy, the 
investigating magistrate heading the 
case into alleged overbilling of France 
Telecom, one of Alcatel's biggest clients. 
Under the terms of the ruling, the 
Alcatel chief is barred from contacting 
staff at the telecoms, transport and engi- 
neering group and requires Mr D'Huy’s 
permission to travel abroad. 


The appeal, which is regarded as key 
to Mr Suard's future at the group, is 
expected to take about two weeks. The 
Alcatel chief is also due to appear before 
Mr D'Huy again today. Neither the com- 
pany nor judicial officials were able to 
comment on the subject of the inter- 
view. 

Alcatel said: “The board is deeply con- 
cerned about the severity of this action 
for the chairman of one of the world’s 
largest industrial corporations." It said 
the 15-member board, which includes Mr 
Guy Dejouany, chairman of Generate 


des Eaux and Mr Jean Feyrelevade, head 
of Credit Lyonnais, was confident that 
the group's operations would continue 
efficiently. 

According to Alcatel, Mr Francois de 
Laage de Jfeux. managing director, is to 
take charge during Mr Suard's absence. 
Be will chair the 10-member executive 
management committee and the seven- 
member restricted management commit- 
tee. The two bodies were created earlier 
this year in a reorganisation aimed at 
increasing Alcatel’s management effi- 
ciency and decentralising responsibility. 


Industry observers were divided by 
the board's statement. Some welcomed 
the show of support, but others said it 
could benefit Alcatel if Mr Suard were to 
step down. "The situation needs clarify- 
ing, t hing s have got very messy.” said 
one analyst. Mr Suard is also under for- 
mal Investigation for alleged use of cor- 
porate funds for construction and reno- 
vation work on his private properties. 

The investigations, combined with a 
sharp fall in profits last year, have ham- 
mered Alcatel’s shares. They have lost 
more than SO per cent of their value 
since the start of last year and fell again 
yesterday, from FFr394.7 to FFr387.5, 
after a suspension of trading was lifted 
after the board meeting. 

Lex, Page 18 


David Wighton explains the UK takeover regulator’s electricity dilemma 


Trafalgar 
says over 
50% want 
a new bid 

By Peggy Hotlinger and David 
Wighton rn London 

Trafalgar House, the UK 
conglomerate, yesterday said it 
had won the support of share- 
holders representing more than 
50 per cent of Northern Electric 
for its attempt to present a 
lower offer for the privatised 
utility. 

Northern on Friday refused to 
give the consent which is 
required under the UK Takeover 
Code for a new bid. 

In a statement yesterday even- 
ing, Trafalgar said it had been 
advised by its brokers, Cazenove 
and UBS, that written support 
for a revised bid being made bad 
been received from a majority of 
Northern’s shareholders. 

It is understood that more 
than 50 investors signed up. 
Including Northern’s largest 
stakeholders and several arbi- 
trage houses. 

fiistitutions are particularly 
angered by comments from Mr 
Tony Hadfield, chief executive, 
that the board was in a better 
position to assess the regulatory 
prospects than its shareholders. 

Mr Simon Keswick, Trafalgar’s 
chairman, said he hoped North- 
ern would listen to the majority 
of its shareholders and allow a 
bid to proceed. 

The announcement is designed 
to put pressure on Northern’s 
board to change its mind. Trafal- 
gar last week decided to allow its 
£ll-a-share offer - worth a total 
of £1.23tm - to lapse and wants 
to rebid at 950p. 

Meanwhile, Northern is under- 
stood to be coming under pres- 
sure from its largest sharehold- 
ers to pay out some of the value 
it bad promised in its final 
defence. 

Lex, Page 18 



Referee unlikely to 
move the goalposts 


T he suggestion that the 
Takeover Panel might 
allow Trafalgar House to 
launch another hostile bid for 
Northern Electric met with a 
mixture of incredulity and alarm 
in the City of London yesterday. 

“It would be like die referee 
changing the offside rule half 
way through the FA Cup Fund," 
said one investment banker. “The 
crowd would go mad." 

There was widespread agree- 
ment that Trafalgar had little 
hope of persuading the Panel to 
waive rule 35 of the Takeover 
Code. One of Northern's largest 
shareholders said that while it 
wanted the bid to go ahead, it 
would be a mistake to relax the 
rule. 

Rule 35 prevents a failed bidder 
launching another offer for a 
company within 12 months, 
unless It is recommended by the 
target’s board. 


Trafalgar wants to make a 950p 
a share bid for Northern, having 
allowed its £11 bid to lapse an 
Friday. This followed the 
announcement by the electricity 
regulator that he was considering 
tighter controls on the industry. 

Northern replied that 950p 
“seriously undervalued" its 
shares - which closed down 70p 
at 738p yesterday - and refused 
to allow the proposed bid to go 
ahead. 

This leaves Trafalgar with two 
options: it can try to persuade 
the Panel to waive the rule, or 
hope that pressure from share- 
holders will convince Northern’s 
board to change its mind. 

The first is possible. If unlikely. 
It is possible because the Code 
states that the Panel may "mod- 
ify or relax" the application of a 
rule in particular circumstances. 

Trafalgar and its advisers wi II 
argue that the circumstances are 


Saatchi & Saatchi lures back 
1980s star to run UK agency 


By Roderick Orem, Consumer 
Industries Editor, (n London 

Saatchi & Saatchi has enticed 
back Ms Jennifer Laing, one of 
its brightest stars of the 1980s. to 
be chair man of its London adver- 
tising agency. 

“Sorting out the perception" 
that the departure of Maurice 
and Charles Saatchi, its founders, 
and a handful of their colleagues 
had damaged the group was her 
top priority, she said yesterday. 

Their departures had only 
affected the holding company, 
which is about to change its 
name to Cordiant, she said. The 
departees had made no impact in 
recent years on the UK agency 
based in Charlotte Street, Lon- 
don. 

“I ran Charlotte Street more 
recently than they did," Ms Laing 
said. She was joint cha irman of 
the agency for eight months in 
1987 before leaving to run her 
own agency. Her co-chairman 
was Mr Bill Muizhead who quit 
the group after Mr Maurice Saat- 
chi was ousted earlier this year. 

Saatchi agreed yesterday to 
buy her agency, Laing Henry for 
fi frm to be paid for by up to 1.4m 
Saatchi shares. Her agency will 
bring some £4Qm of annual bil- 
lings to Saatchi. With the new 
business Saatchi has won, this 
ft*if «** the value of new work to 
?Mm, or double the billings it 
has lost since the Saatchi 
brothers left. 

Ms Laing, “46-ish" according to 
her count, is well-known in the 
industry for her work at Saatchi 
over 17 years and then running 
her own agency. She is only the 
se co n d woman in the UK to have 
her name in an agency title. 

She attracted some notoriety at 
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Return to base: Jennifer Laing, new chairman of Saatchi & Saatchi 


Saatchi for having a red Ferrari 
as a company car and own lng a 
part share of a race horses. She is 
returning to S aatchi for a basic 
salary of £175,000 a year, same 
performance related pay to be 
established and a car from 
Toyota from which the agency 
has just won more work. “This is 
very much the 1990s," she saicL 
Ms Laing reminded Charles 
and Maurice Saatchi of their 1978 
ann ual report yesterday. In it 
they had warned of the danger in 
a small organisation becoming 
“dependent on the style of one or 
twn ton men" however extraordi- 


nary and talented. The brothers 
are starting again with a new 
small agency having been ousted 
from Saatchi & Saatchi. 

The only solution to the danger 
of dependence is to create a large, 
organisation, Ms Laing said. 
“Charles and Maurice achieved 
that here. We have 600 employees 
and 100 wonderful clients." 

One of her first big tests will be 
to try to retain British Airways 
as a client The airline, long a fan 
of the Saatchi brothers, has put 
its business up for review. Ms 
Laing will be pitching against 
her former bosses. 


very particular. They are not, 
however, without precedent. 

fix October 1990, Severn Trent, 
the water company, allowed its 
hostile offer for Caird to lapse 
after the waste management com- 
pany reduced its profit forecast 
during the course of the bid. Sev- 
ern Trent asked the Panel to 
allow it to relaunch die bid at a 
lower price but was turned down. 
In its ruling the Panel said that 
“a material change in the per- 
ceived financial state of the tar- 
get company, however this may 
have come about" did not provide 
grounds for waiving rule 35. 

O ne influential fund man , 
ager said that the circum- 
stances were different 
and that the Panel would “have 
to consider very carefully” relax- 
ing the rule. 

Yet, even if Trafalgar can show 
that more than so per cant of 
Northern's shareholders want a 
lower bid to proceed, that Is 
unlikely to sway the Panel “It is 
not the Panel’s job to substitute 
its judgment for for the compa- 
ny’s. It is up to the company to 
decide whether the bid should go 
ahead. The Panel's job is to inter- 
pret the rules," said a former 
member of the Panel executive. 

The purpose of rule 35 is to 
protect companies from falling 
under a “state of siege" and suf- 
fering the damage caused by pro- 
longed takeover battles. 

One merchant banker 
described it as “one of Code’s 
core rules" and said it would be a 
“disaster" if the Panel waived it. 
“It would be a terrible precedent. 
We would all try to draw paral- 
lels in our next deals and it 
would introduce huge uncer- 
tainty." 

Some of the Northern share- 
holders who want the bid to pro- 
ceed believe the Panel should 
waive the rula But most argue 
that the decision should rest with 
the company. “The board has the 
ball and should run with it,” said 
one. 


Credit Suisse 
turns its back on 
Budapest Bank 


By Nicholas Denton In London 
and Virginia Marsh In Budapest 

Credit Suisse yesterday withdrew 
abruptly from a bid fro: Budapest 
Bank, a setback for the Swiss 
bank’sdrive to find another 
“home market". The retreat from 
Hungary comes less than a year 
after Credit Suisse gave up an 
attempt to take over Austria’s 
Creditanstalt. 

The decision also raises a ques- 
tion over the privatisation of 
Budapest Bank, which would 
have been the first east European 
state bank to be given over to 
majority control by a western 
b ank. The collapse also compli- 
cates Hungary’s Socialist govern- 
ment’s efforts to re-establish the 
country’s tarnished reputation 
for bee-market reforms . 

The withdrawal left the Hun- 
garian authorities and Salomon 
Brothers, the adviser on the sale, 
in disarray. Neither would com- 
ment They granted Credit Suisse 
exclusive negotiating rights in 
December while retaining the 
option of returning to talks with 
Internationale Nederlanden 
Group or Allied Irish Banks. In 
the meantime , both have made 
other acquisitions. 

ING, which was runner-up to 
Credit Suisse, said it remained 
interested In principle and was 
waiting for a invitation to re- 
enter the bidding. It has since 
injected £660m ($l.lbn) to rescue 
the ongoing businesses of Bar- 
ings, the UK merchant bank. The 
rescue is making large demands 
on senior managers' time. 

Allied Irish Banks said its 
focus had turned from Hungary 


to Poland since its acquisition 
earlier this year of 16.3 per cent 
of Wielkopolski Bank Kredytowy, 
the Polish hank. 

Credit Suisse said it had with- 
drawn because it wanted Buda- 
pest Bank to focus an corporate 
clients while Budapest Bank 
management was intent an build- 
ing a retail h anking operation. 

Mr Rainer Gut, chairman of CS 
Holding, owner of Credit Suisse, 
said; “It [Budapest Bank! has a 
viable strategy but it is not what 
we were looking for. We felt it 
would be wrong to push their 
strategy into our corset" 

Credit Suisse said it could have 
forced Budapest Bank to concen- 
trate on wholesale hanking . But 
it said that the shift would have 
involved the closure of branches 
and many redundancies." A 
report by McKinsey, the manage- 
ment consultants, arguing 
against retail banking in Hun- 
gary. appears to have been deci- 
sive. Advisers involved in the 
transaction said another factor 
was the conservative ethos of 
Credit Suisse. Some Swiss execu- 
tives conducting the “due dili- 
gence" examination of Budapest 
Bank had been dismayed by poor 
procedures and information. 

Budapest Bank had also lost 
one of its main assets with the 
appointment of Mr Lajos Bokros, 
the chief executive, to the posi- 
tion of fin ance minuter in the 
Socialist government. 

The crisis at Barings' 
operations in Singapore also 
made Credit Suisse executives 
conscious of the difficulties of 
controlling foreign subsidiaries. 
Trading strategy, Page 21 
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Rise and rise of an Italian scrap dealer 

Purchase of ILP will make Riva Europe’s second-biggest steelmaker, says Andrew Hill 


M r Emilio Riva started 
his career in the 
1950s buying scrap 
metal and selling it on to small 
steel mills in northern Italy. 
Forty years on. he is still on 
the lookout for scrap. The dif- 
ference is that now he buys 
entire unwanted steelworks 
from European governments 
and keeps them. 

In the past seven years, Riva. 
the family-owned steel pro- 
ducer born from the ori ginal 
scrap business, has acquired 
rusting chunks of the Italian, 
French, east German and Bel- 
gian public sector. Today, IRL 
Italy's state holding company, 
is expected to confirm that 
Riva will buy ilva Laminati 
Piani, which supplies some 45 
per cent of Italy's flat steel 
requirements. 

The deal all but ends the 
state’s involvement in the steel 
industry. The relationship has 
lasted nearly six decades and 
cost the Italian taxpayer an 
estimated L30.000bn iS17.&bnj 
in subsidies to cover accumu- 
lated losses during the last 25 
yeas. 

Italy's loss is Riva's gain. 
With the ILP acquisition. 
Riva's turnover will increase to 
some L12,000bn from L'S.OOObn 
a year. Its production of crude 
steel is set to overtake that of 
British Steel. In short, the deal 
will transform this secretive 
family company into Europe's 
biggest steelmaker after Usinor 
Sacilor of Prance. 


What is more, Riva is taking 
on CLP just when decades of 
subsidies - attacked by more 
efficient northern European 
steelmakers - are beginning to 
pay off, and demand for hot 
rolled steel is picking up. 

Last year, ILP is thought to 
have made a profit of LTOObn. 
This year, it could increase 
production of crude steel to 
more than 9m tonnes, and is 
implementing a restructuring 
programme which will reduce 
the workforce 3t Its Taranto 
steel plant, Europe's biggest, 
from some 12,000 to around 
9,000 by the end of 1996. 

Industry analysts point out 
that, with more aggressive 
management. Taranto could be 
even leaner. Not surprisingly, 
ILP's unions are worried that a 
merger with Riva will lead to 
further job losses. Taranto's 
managers are also said to be 
concerned about rumours that 
the new owner will pick only 
the most able executives. 

Riva itself says there will be 
no involuntary redundancies 
at Taranto or at Novi Ligure, 
LLP’s other plant. Earlier this 
month. Mr Claudio Riva - one 
of three sons of Mr Emilio Riva 
who, with two of his nephews, 
help run the company - 
claimed Riva had never had to 
lay off workers after an acqui- 
sition. He said the company 
had rarely cut production 
capacity, even during the 
downturn. “We survived 
because our group built up 
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reserves during the good 
years," he saidL 

He would not be drawn, how- 
ever, on the detail of the ILP 
deal. One outstanding question 
is how Riva will meet Euro- 
pean Union demands that a 
further 500,000 tonnes a year 
be cut from the aggregate 
steelmaking capacity of ILP 
and its eventual buyer. 
Another is the price paid by Mr 
Emilio Riva, noted for his hard 
bargaining. After a month and 
a half of ha gg ling with HU, he 
is thought to have increased 
Riva's bid to L2,200bn from 
L1.5O0bn. but the official price 
is only likely to be announced 
today. 

Riva. which was advised by 
Salomon Brothers, is under- 
stood to have sought financial 


* HP msBuctunne plan fore se es cuts 
to below 1 Q. 0 OQ wofKara by end 1996 


backing for the deal from Can- 
plo, the large Milanese savings 
bank. To offset the cost of the 
investment still further, the 
steel company Is likely to ask 
other investors to come on 
board. One route might be for 
banks to convert some of ILP’s 
debt into equity and then sell 
it on to new partners. 

B uyers could include the 
Tarnofm consortium of 
some 80 small busi- 
nesses from Taranto and Novi 
Ligure, which have been man- 
oeuvring for a say in ILP's 
future since the state-owned 
steel producer was put up for 
sale. Other steelmakers may 
also be invited to participate, 
although direct competitors 
are likely to be excluded. 


What is certain is that Riva 
will want to maintain control 
of ILP. In its 40-year history, 
the company has only rarely 
opted for minority holdings in 
steelmakers. 

One example was last year's 
purchase of 21 per cent of AST. 
a special steel producer also 
owned by IRL For this acquisi- 
tion, Riva joined a consortium 
led by Krupp of Germany, 
which paid about L600bn for 
AST. 

Riva's interest was revealed 
only days after it pulled out of 
an agreement to buy Ekostahl, 
the troubled state-owned east 
German steel producer, follow- 
ing months of talks. 

Mr Riva denies the company 
dropped one privatisation 
opportunity for another. “Nor- 
mally, we don't make financial 
investments, but obviously It's 
a new product for us - stain- 
less steel - and it seemed use- 
ful to enter this field." he said. 

Now Riva is poised to take 
on the mantle of Europe's sec- 
ond biggest steel producer, 
other consortium members will 
have to keep any eye on their 
fast-growing partner. 

Mr Riva points out that the 
last time the famil y company 
joined a consortium to manage 
a steelworks - in 1985, when it 
took a 17 per cent stake in a 
state-controlled mill near 
Genoa - Riva managed to gain 
a majority stake and full man- 
agement control of the plant 
wi thin three years. 


Tax credit 
helps ANI 
to 75% gain 

By Nikki Tait in Sydney 

Australian National Industries 
(ANT), the Sydney-based engi- 
neering group which Includes 
Aurora in the UK and the Hot- 
ter group in continental 
Europe, yesterday announced a 
75 per cent increase in first- 
half profits after tax, to 
ASSJLIm tVSS36.9tn), [or the six 
months to end-December. 

Sales were up 11 per cent to 
AS&48.3m. while earnings per 
share rose to 7.2 cents from 4 
cents. The after-tax figure was 
helped by a AS16.1m abnormal 
tax credit. Excluding this, 
operating profit was up 21. i 
per cent 

ANI said most business seg- 
ments posted strong profits 
increases, with the exception 
of environmental engineering. 
Results were also helped by 
the Inclusion of three-month 
figures from Palmer Tube 
Mills, acquired late last year. 

ANI said it expected domes- 
tic operations to continue to 
reflect strong underlying 
growth in the Australian econ- 
omy. The UK arm. meanwhile, 
should benefit from better trad- 
ing conditions in Europe. 

• A Federal court in Sydney is 
expected to begin hearings 
tomorrow over whether docu- 
ments supporting Renison 
Goldfields' bid for Panconti- 
nental Mining, estimated to be 
worth A$440m, are adequate. 


GM closer to clearing pension deficit 


By Richard Waters 
in New York 

General Motors has moved 
j closer to eliminating its pen- 
sion fund deficit after winning 
approval to transfer S6.3bn of 
its Gass E stock into the US 
hourly pension fund. 

The carmaker said it had 
also put S1.8bn cash into the 
fund so far this year, and set a 
goal of abolishing the shortfall 
by the end of 1996. 

Industry analysts suggest 
the company's strong cash 
flow will enable it to reach the 
target by the end of this year. 

The transfer of the Class E 
shares, which are tied to the 
earnings of GM subsidiary 


Electronic Data Systems, was 
proposed a year ago. It was 
subject to approval from the 
US Department of Labor, 
which must agree to large 
stock contributions. The Class 
E stock now accounts for 
around one-fifth of the fund's 
total assets. 

GM said the share transfer 
did not signal a desire to dis- 
pose of EDS, which it acquired 
in the mid-1980s. It added, how- 
ever, that it was prepared to 
consider any’ deals which fur- 
thered EDS's strategic objec- 
tives, such as the plan last 
year, later abandoned, to 
merge EDS with Sprint. 

The Class E stock confers a 
right to dividends paid by EDS. 


GM currently pays out 30 per 
cent of EDS earnings from the 
previous year in the form of 
dividends, though this policy is 
at the discretion of its board. 
The carmaker, meanwhile, 
retains a 100 per cent equity 
interest in the subsidiary. 

The deficit in CM'S pension 
fund stood at S22.3bn as 
recently as the end of 1993. 
Last year, cash payments of 
ST.Tbn. and a rise in US bond 
yields - used in calculating the 
fund’s future liabilities - cut 
the deficit to Sl2.6bn. 

Ms Heidi Kunz, GM trea- 
surer, said the transfer would 
help GM lift its credit ratings 
and strengthen its balance 
sheet ahead of the next down- 


turn in the US car and truck 
markets. A higher short-term 
rating was Important for the 
group's financial services arm. 
which borrows large amounts 
on the commercial paper mar- 
kets. she said. 

The 173m Class E shares 
transfered to the fund repre- 
sent 36 per cent of the stock, 
and take to 40 per cent the 
pension fund's total holdings. 

US Trust, which acts as 
trustee to the fund, plans to 
cut the stake over time. How- 
ever. it said it was "very com- 
fortable" with EDS as a 
long-term investment and had 
not been set a deadline by the 
Department of Labor to reduce 
its holding. 


Four-fold rise in multimedia PC sales 


By Louise Kehoe 
m San Francisco 

Worldwide sales of multimedia 
personal computers quadru- 
pled last year, to 10.3m units 
from 2.5m units shipped in 
1993. according to a study 
released yesterday by Data- 
quest, the US market research 
group. 

The rapid growth of the mul- 
timedia PC market has been 
driven fay soaring sales to 
home computer users in the 
US, said Mr Brace Ryon, Data- 
quest analyst 

Apple Computer, which led 
the trend to multimedia by 


incorporating CD-Rom drives 
in its Macintosh computers 
earlier than most of its compet- 
itors, is the world market 
leader with 2.4m units sold last 
year, the research group said. 
Packard Bell ranked second 
with almost 2m multimedia 
PCs shipped. 

However, in the US - where 
65m, or 67 per cent of all mul- 
timedia PCs were sold last year 
- Packard Bell overtook Apple 
as the leader. 

Compaq, the world's largest 
PC manufacturer, ranked only 
third in the multimedia PC seg- 
ment with worldwide sales of 
1.2m. IBM sold 820,000 units. 


while Gateway 2000 sold 
598,000, mostly in the US. 

While sales of multimedia 
PCs to home users are boom- 
ing, businesses have been 
much slower to adopt the tech- 
nology which brings high-qual- 
ity graphics, sound and video 
to the PC. Dataquest said. 

The Dataquest report is the 
latest evidence that the home 
computer segment is leading 
the PC market in adoption of 
advanced technology. Most 
PCs based on Intel's latest Pen- 
tium microprocessor have also 
been sold to home users, 
according to industry data. 

This shows a reversal of the 


trends that have shaped the PC 
market over the past decade. 
Business users have generally 
demanded the most advanced 
technology, while home PC 
users have tended to buy lower 
powered computers with fewer 
features. 

Some 80 per cent of multi- 
media PC sales in 1994 went to 
consumers who already had a 
PC in the home, said Mr Ryon. 
About 25 per cent of homes 
with PCs now have more than 
one in use. Growth of the mul- 
timedia PC market is expected 
to moderate this year to about 
between 40 and 50 per cent, 
said Mr Ryon. 
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Video sales of 
The Lion King 
reach $450m 

Walt Disney, the US 
entertainments group, said 
sales of its video release of The 
Lion King had reached an esti- 
mated $450xn at retail outlets 
since its launch on February 
28. Renter reports from Bar- 
bank, California. 

The company said that with 
more than 26m copies now 
sold, the video was already the 
best-selling video of all time. 

It said the video was leaving 
the shelves faster than Disney 
could manufacture it. Nearly 
lm copies were being bought 
daily. 

In January, Walt Disney 
reported continued strong prof- 
its growth in the Christmas 
period, with operating income 
for the first quarter to the end 
of December up 27 per cent to 
579 lm. Operating profits from 
films jumped 32 per cent to 
$44Sm. primarily because of 
The Lion King. 


Production lift 
boosts Kinross 
Gold result 

Kinross Gold, span off from 
Canada's Fa Icon bridge In 1993, 
Increased production by 194 
per cent to 174,000 oz of gold 
and 5.2m oz of silver last year. 
The group's production was 
boosted by acquisitions and 
new capacity coming on 
stream, writes Robert Gibbens 
in Montreal, 

Net profit jumped to 
C$24. 6m (US$17.5m), or 27 
cents a share, in 1994, up from 
CS6.7m, or ll cents, in 1993 on 
revenues of C$13Im, against 
C$44m. 

Kinross plans to spend 
C$36m in 1995-96 to doable 
mill capacity and expand 
reserves at its main Timmins 
mine in northern Ontario. 

Production and operating 
costs improved at five of 
six producing mines and out- 
put in 1995 is estimated at 
236,000 oz gold and 5.1m oz of 
silver. 
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Gambro. the Swedish 
medical equipment 
group, lifted profits by 
15 per cent in 1994 to 
SKrLlabn 'S159mi from 
SKrSTcm a year earlier, 
writes Christopher 
Brown-Humes in 
Stockholm. The perfor- 
mance was helped by a 
9 per cent volume- 
driven increase in 
underlying sales and 
lower finan cial costs. A 
20 per cent increase in 
the dividend to SKrl.65 
per share is being proposed. Gambro became a 
subsidiary- of Incentive, a Wall enberg-sph ere 
company." last year after being targeted for its 
growth prospects. 

Sales rose to SKrv.Sbn from SKrS.hibn. The 
group's main business, centred on kidney 
dialysis machines, grew in line with the mar- 
ket, lifting ssles by 7 per cent to SKrS.SSbn, 
but it suffered from lower prices in most areas. 

Its performance was outpaced by two 
smaller divisions, blood component technology 
and healthcare sendees, which achieved 
double-digir sales growth. 

Gambro has designated healthcare a priority 
investment area, and it expects the division to 
overtake cardiovascular surgery to become its 
second largest unit this year. 

Operating profits rose to SKrl.41bn. up 7 per 
cent, to leave file group with a slightly lower 
operating margin of 14.4 per cent, compared 
with 14.6 per cent. The company attributed the 
drop to currency movements and the health- 
care division's higher share of revenues. 

The group's squity-to-assets ratio strength- 
ened to 4« per cent from 38 per cent. 

Bayer buys US 
fragrances maker 

Bayer, the German chemicals group, yesterday 
extended its activities in flavours and fra- 
grances by buying Florasynth, a family-owned 
US company, for an undisclosed sum. writes 
Michael Lindemann in Bonn. 

Florasynth is a leading maker of fragrances 
for cosmetics and had sales last year of about 
SlPOm. Bayer said. It will continue to operate 
as a separate company within Haarmaxm & 
Reimer. the Bayer flavours and fragrances 
division which had sales last year of about 
SPSOm. makin g Sr the fourth biggest company 
in that market in sales terms. 

While other leading international chemicals 
companies are Increasingly focusing on their 
core activities, the Florasynth purchase sug- 
gests Bayer is intent on keeping a presence in 
the fine chemicals market - which includes 
flavours and fragrances - and is one of the 
three main markets In which Bayer operates. 

Acquisitions help 
Talisman to record 

Talisman Energy, the former BP Canada, 
posted record oil and gas production and prof- 
its for 1994. attributed mainly to acquisitions 
and heavy development spending, writes Rob- 
ert Gibbens in Montreal 

Net profit was C$84m (USS45.49m), or 82 
cents a share, up 148 per cent from CS25.8m, or 
43 cents, in 1993. Revenues rose to C$613m 
from CS330m. 

Gas output increased 50 per cent to a daily 
average of 496m cu ft, after including Bow 
Valley, which was acquired last August, and a 
fiill year from Encor, Talisman's North Sea 
production began in the fourth quarter. 

Oil output jumped 79 per cent to an average 
52.000 b.-d, including contributions from the 
North Sea and Indonesia. Since the year end. 
Talisman has been able to use the C$175m 
proceeds from assets sales in Saskatchewan 
and Cuba to reduce debt, assumed mainly 
from the C$1 .8bn acquisition of Bow Valley. 

Norwegian drilling rig 
owners in merger talks 

Transocean and Wilrig. two Norwegian dril- 
ling rig owners, said yesterday they will begin 
merger talks this week. If the deal goes 
through it would create the world's third larg- 
est rig owner, writes Karen Fossli in Oslo. 

Transocean and Wilrig said that failing a 
merger, they might seek another form of 
cooperation. 

Wilrig which owns six modem semi-sub- 
mersible rigs, valued at $250m. last year cut 
pre-tax losses to NKrll7m (S18.54m) from 
NKrISOm in the previous year. Turnover 
dipped to NKrSOSm from NKr629m, but the 
company forecast a return to profit in 1995. 

Trans ocean reported 1994 pre-tax profits of 
NKriLSm, against losses of NKr380m in 1993 as 
turnover fell to NKr2.44bn from NKr2-66bn. 
Rig operations alone suffered an operating loss 
of NKrlOOm in 1994 as utilisation dropped to 67 
per cent from 80 per cent in 1993. 

Strong growth at 
Hindustan Lever 

Hindustan Lever, India's fourth largest com- 
pany by sales, posted strong growth in sales 
and profits last year. Sales reached Rs32.40bn 
f$1.02bn), up by a third over a year ago, writes 
R.C. Mnrthy in Bombay. 


Gro- profits of Rs3.03bn at the Unilever 
affiliate kept pace with sales, in spite of com- 
petition. The sales surge was driven mainly by 
volume growth in personal products, soaps 

and derersents. _ , 

Profits after tax jumped by to Rsl.90Dn from 
RsUTbn. partly because of a lower tax rate. 

Bourse suspends trading 
in Spie BatignoUes 

The Paris bourse yesterday suspended trading 
in the shares of Spie BatignoUes, the construc- 
tion and civil engineering company, ahead of a 
statement on its financial restructuring, expec- 
ted within a few days, writes Andrew Jack is 

The move followed confirmation last Mon- 
day from Spie. which is 59 per cent owned by 
Gr'oupe Schneider, the electrical engineering 
group, that it would make substantial addi- 
tional property provisions in its full 1994 

results. . , _ 

Spie is considering options for a fi n a nci al 


restructuring which could involve a new capi- 
tal injection or the possibility of the company 
Ta in ng - over Schneider. 

Spie’s shares have been falling sharply over 
the past two months, from FFr265 in mid Janu- 
arv to a close last Friday of FFr135. Shares in 
Schneider also closed down FFr15 yesterday at 
FFr335. 

Australian gold mining 
group advances 8% 

Plutonic Resources, the former Noranda Aus- 
tralia goldmining operations in which Malay- 
sian Mining Corporation holds a large minor 
tty stake, yesterday announced an after-tax 
profit of AS38.UQ CUS$28.4m.) in the year to 
eud-December. an 8 per cent rise over the 1993 
figure of AS35.2m. writes Nikki Tait in Syd- 
ney. 

The increase would have been larger but for 
a sharply higher tax charge of AS2l-2m from 
4Sl2m. Plutonic said pre-tax profits rose by 
24.5 per cent to AS59.2m. on revenues of 
A$1 93.9m. down from AS208.7m, after a 
reduced depreciation and amortisation charge 
of A $25. 4m. against A $36. 3m and an explora- 
tion write-off of .4$6.4m down from ASll.Gm. 

Plutonic, which operates five gold mines in 
Western Australia, said gold production attrib- 
utable to the group in 1994 amounted to 
332.807oz. produced at a cash operating cost of 
A8304 an ounce. The Plutonic mine alone pro- 
duced 173,253oz at AS246 an ounce, and the 
Darlot mine. 63.228oz at A$259 an ounce. 

Ashton Mining suffers 
sharp fall to A$28m 

Ashton Mining, the Australian diamond 
miner, announced a profit after tax but before 
abnormals of A$28.3m (US$21. 09 m) in 1994, 
against $45 -2m in the previous 12 months. Rev- 
enues were down from A$335.3m to A£i96-8m. 

However, this largely reflected the divest- 
ment of the gold division, plus a new account- 
ing policy for exploration expenditure. Dia- 
mond sales revenue was up from A$171J9m at 
ASlB6J3m, and the company said there was 
record production from Argyle, amounting to 
42.8m carats, up from 40.9m carats. 

It forecast further growth in the world dia- 
mond market in 1995, on the back of economic 
growth in Asia, the US and Japan. 

Kumagai Gumi takes 
loss after unit sale 

Kumagai Gumi, the Japanese construction 
company, yesterday revealed it will book an 
extraordinary loss of Y19fan ($987m) this year, 
but that recurring profits - before extraordi- 
nary items and tax - would be higher than 
expected, writes William Dawkins in 
Tokyo. 

Kumagai Gumi's recurring profits will be 
Y19bn in the year ending in March, up from 
the Yl5bn initially forecast but sharply down 
on the previous year’s Y23.56bn. 

Most of the extraordinary loss comes from 
the sale of Film City, an Australian hotel 
development subsidiary, to a group of Singa- 
pore-based investors, said Kumagai Gumi. It 
will sell land in Japan to compensate, and also 
expects a higher than forecast income from 
securities sales, commonly resorted to by Japa- 
nese companies as a way of improving pub- 
lished profits in thin times. 

Turnover is forecast at Y830bn, down 
slightly from Y841.99bn in the year to March 
1994. 

Scott Paper to move to 
new headquarters 

Scott Paper, the world's largest tissue manu- 
facturer, is to leave its home town of Philadel- 
phia after 115 years, writes Tony Jackson in 
New York. It will sell its headquarter complex 
for $39m to Roll, a property firm, and move its 
head office to Boca Raton, Florida. 

Mr A1 Dunlap, who took over as chairman 
last April, had criticised the 55-acre complex 
as too large and grandiose. Last year, he said 
the success of a corporation was “in inverse 
proportion to the size of its headquarters 1 '. 

Scott said some 100 employees would be 
transferred to the new headquarters, while 300 
would be employed running Scott's North 
American tissue business from a new office, to 
be chosen near Philadelphia. 

Asset sales overseen by Mr Dunlap have 
now raised more than $2ba The sale of 
re maining unwanted assets could bring the 
figure to about $3bn. the company said. 
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INTERNATIONAL COMPANIES AND FINANCE 


Enso-Gutzeit underlines 
recovery with profits leap 




By Christopher Brown-Humes 

h Stockholm 

A year of strong recovery in 
the Finnish pulp and paper 
sector was underlined yester- 
day when EnsoGutzeit posted 
1994 profits of FMl.SSbn 
(S359m). more thaw three times 
the FM406m achieved a year 
earlier, 

The performance was driven 
by higher demand, increased 
price s and lower financial 
costs, and came in spite of a 7 
per cent strengthening of the 
Finnish markka. 

It means the Finnish forest 
industry achieved total profits 
of nearly FM6bn last year, 
compared with FM0.9bn in 1993 
and a FM4.5bn deficit in 1992. 


Enso stressed the industry 
upturn had further to go, with 
more price rises and healthy 
economic growth leading to 
even higher profits this year. 

However, it warned that 
wage rises, higher wood costs 
and energy taxes would take 
some of the shine off its 
figures. 

Last year's profits were 
achieved on a 16 per cent 
increase in sales to FMJ7.7bn. 
Higher sales volumes and big 
rises in the price of pulp and 
fine papers enabled the group 
to overcome the impact of the 
stronger markka. 

The group also had a full 
year's contribution from the 
forest industry businesses it 
bought from Tampella. the 


Finnish industrial group, in 

1993. 

A FM4S2ra increase in oper- 
ating profits to FM2.4bn helped 
to lift the bottom line, even 
though several divisions pro- 
duced lower figures. 

Lower interest rates and the 
reduced cost of servicing for- 
eign currency loans cut finan- 
cial costs by FM690m from 
FMl-51bn in 1993. The group 
lifted its dividend to FMl.0 a 
share from FMQ.6. 

Enso said its 1995 figures 

would benefit from its strategic 
alliance with Veitsiluoto, a 
Finnish producer of fine papers 
and publication papers, after 
its purchase of a 35 per cent 
stake in the group from the 
state last year for FMl^bn. 


Schering cuts turnover forecast 


By Jutty Dempsey In Berlin 

Turbulence in international 
currency markets forced Sche- 
ring, the German pharmaceuti- 
cals company, to cut its fore- 
cast of growth in turnover this 
year to 6 per cent from 9 per 
cent, Mr Giuseppe Vita, chair- 
man, said yesterday. 

The fall in value of the dollar 
against the D-Mark has bad 
most impact on the outlook for 
the group. 

Group turnover last year 
rose 12 per cent to DM4. 7bn 
($5bn) compared with the pre- 
vious year, with the US market 
accounting for 17 per cent of 
sales. Net group profit rose 12 
per cent to DM285m over the 
same period, while the divi- 


dend was increased bv DM 1-28 
to DM15.50. 

In the US, sales soared 64 per 
cent, largely due to Betaseron. 
the multiple sclerosis drug 
which is only sold in the US. 

Sales for Betaseron last year 
totalled DM332m. but Mr Klaus 
Pohle, chief financial officer, 
said sales this year could rise 
50 per cent to DM500m as a 
result of increased turnover in 
the US as well as the introduc- 
tion of the drug in Europe, 
which is expected next Septem- 
ber or October. Betaseron 
accounts for 10 per cent of 
Schering's total turnover, 
which this year is expected to 
reach DMSbn. 

Schering’s four core pharma- 
ceutical divisions - therapeu- 


tic. diagnostic, contraception 
and hormone therapy and der- 
matological - continued to 
show strong growth. 

Sales for therapeutic drugs, 
which include cardiovascular 
treatment, rose 54 per cent to 
DM1.13bn. Turnover in the 
diagnostic division rose 1 per 
cent to DM.1.6bn, sales of con- 
traception and hormone drugs 
rose 4 per cent to DMl.4bn. and 
the dermatological division 
rose 10 per cent to DM440m. 

AgrEvo, the agrochemicals 
division in which Schering 
holds a 40 per cent stake with 
the remaining 60 per cent held 
by Hoechst, the German chemi- 
cals group, reported a turnover 
of DM3.3bn but is operating in 
the red. 


Norway to tighten grip on DnB 


By Karen Fossil in Oslo 

Norway's Bank Investment 
Fund, which administers the 
state's interests in the three 
leading commercial banks, has 
announced plans to tighten the 
state’s grip on Den norske 
Bank, the country’s largest, in 
which it is the biggest share- 
holder. 

Mr Ole Lund, DnB's chair- 
man, baa responded by railing 
for a meeting this week with 
Mr Sigbjoem Johnsen, the 
finance minister, for an expla- 


nation of the state's intentions. 

The clash between the state 
and DnB and Christiania Bank, 
also under state control began 
last month when the banks 
rejected a demand from the 
BIF for a 1994 dividend pay- 
ment equivalent to 50 per cent 
of net profits. This compared 
with DnB’s proposal of 30 per 
cent and Christiania’s 34 per 
cent payout plan. 

'DnB and Christiania were 
among several commercial 
banks rescued from collapse by 
state cash injections of more 


than NKr25bn ($4bn) during 
the country’s worst post-war 
banking crisis. The state took a 
72 per cent stake in DnB, 69 
per cent of Christiania and 
fully owns Fokus Bank, the 

thir d largest b ank The h anks 
returned to profit in 1994 and 
the dividends will be their first 
since 1989. 

The battle has so far been 
confined to one of words, with 
veiled threats by the BIF to 
seek a bonus dividend if the 
hanks refuse to meet the divi- 
dend demand. 


Italian 
purchase 
helps lift 
Pharmacia 

By Christopher Brown-Humes 

Pharmacia of Sweden, one of 
tbe world’s top 20 drags 
groups, said profits after 
financial items reached 
SKr5-32bu (5739m) in 1994, np 
60 per cent from SKriL32bn a 
year earlier. 

The improvement reflects 
productivity gains after the 
group’s purchase of the Italian 
pharmaceuticals company Far- 
mitalia Carlo Erba in May 
1993. 

This has helped compensate 
for lower sales of some of the 
group’s main drugs because of 
rising competition and govern- 
ment damp-downs on health 
spending. 

Pharmacia, privatised by the 
Swedish government last year, 
said revenues rose 7 per cent 
to SKr26-45bu, with the best 
growth being achieved m the 
German and UK markets. But, 
adjusted for divestments and 
Induding FICE on a pro-forma 
basis, revenues wen only 1 
per cent higher, 
i Price cuts and prescribing 
restrictions in Italy, Spain and 
! Australia helped drive down 
sales of Geootropin, the com- 
pany’s growth hormone drug, 
by 2 per cent to SKr2.56bn. 

Another drug, Healon, 
which is used for eye surgery, 
was hit by competition and 
lower prices in the US and 
France, with overall sales fall- 
ing 5 per cent to SKrl.59bn. 

The group made np ground 
in other areas, with increased 
sales of anti-cancer drags. Far- j 
mornbicin and Adrlamycin. ! 

The main impact on the fig- 
ures came from a cost-cutting 
drive and a SKr596m capital 
gain from the sale of the US 
group. Deltec. 

The group is closing or sell- 
ing as mnch as half of its cur- 
rent production capacity to cut 
annual costs by SKrlJJtm and 
reach a targetted 20 per cent 
operating margin. 

Last year its margin 
improved to 17.3 per cent from 
15.5 per cent 

B&D expenditure rose 8 per 
cent on a pro-forma basis to 
SKr3-76bn. or 14 per cent of 
revenues. 

Hie group plans to lift its 
dividend to SKr2.60 from 
SKr2JJ0 a share. 


CS Holding backs trading strategy 


By lan Rodger fat Zurich and 
John Gapper In London 

CS Holding, the financial 
services group built around 
Credit Suisse, yesterday 
affirmed its commitment to 
financial trading operations in 
spite of a 52 per cent tell in 
trading Income to SFr2.4Sbn 
($2.1 bn) last year from 
SFrf.lTbn in 1993. 

Mr Rainer Gut, chairman, 
said at the group’s annual 
press conference in London 
that it was too early to make a 
forecast for 1995 as financial 


markets remained volatile 
“and there has been no lark of 
surprises so far this year”. 

Mr Gut said it would be 
wrong for CS Holding to 
retrench from trading 
operations because last year 
had been poor. He said fluctua- 
tions from such income were 
balanced by CS Holding’s other 
banking operations. 

CS has reported its 1994 net 
income tumbled 22 per cent 
last year to SFrl.33bn. due to a 
halving of trading income and 
losses at Swiss Volksbank. 

The results were flattered by 


a SFr540m capital gain from 
the sale of a 20 per cent stake 
in Credit Suisse Financial 
Products, the group's deriva- 
tives subsidiary, to Swiss Rein- 
surance. 

Mr Gut said the integration 
of volksbank was paying off In 
terms of reduced operating 
costs and greater market 
shares in the Swiss domestic 
market but be anticipated 
another SFrl70m in restructur- 
ing costs this year. 

He wid that Volksbank had 
suffered from poor conditions 
in the Swiss housing market 


CS Holding had raised provi- 
sioning to cover poor loans on 
Volksbank ’s balance sheet to 
line with its own stricter credit 
standards. 

Mr Joseph Ackermann, presi- 
dent of Credit Suisse executive 
board, said the cost of acquir- 
ing Volksbank had been higher 
than estimated. However, the 
acquisition was still only at a 
premium of 30 per cent to book 
value. Mr Gut said CS First 
Boston, the group’s investment 
banking arm, was aiming to 
cut operating expenses by 18 
per cent this year. 


Swiss bank errs on side of caution 

Credit Suisse pulls out of Hungarian acquisition after strategy clash 


C redit Suisse’s decision 
to withdraw from its 
planned acquisition of 
Budapest Bank of Hungary 
was not taken lightly. The 
Swiss hank bad spent nearly 
three months evaluating its 
target It had about 40 people 
working full-time on the deal. 
At one point its staff filled two 
floors of the Budapest Kempin- 
ski. the city’s most luxurious 
hotel. 

The auguries were good. CS 
Holding, the owner of Credit 
Suisse, had a foothold in east- 
ern Europe through CS First 
Boston, its investment banking 
subsidiary. Analysts regard 
Budapest Bank as the best- 
managed of Hungary’s large 
commercial banks. The deal 
enjoyed local political support: 
Hungary's finance minister is 
Mr Lajos Bokros, former chief 
executive of Budapest Bank. 

If Credit Suisse decided not 
to go through with tbe pur- 
chase of Budapest Rank thpn 
what hope for other east Euro- 
pean state banks? 

So Car, not much. Only four 
important east European 
banks have found western 
owners. ING Group, the Dutch 
bank, last year bought 25.9 per 
cent of Rank sbudn of Poland 
for 560m. Allied Irish Banks of 
Ireland earlier this year took 
16.3 per cent of another Polish 
institution, Wlelkopolski Bank 
Kredytowy. 

Bayerische Landesbank of 
Germany took 25 per cent of 
Magyar Kulkereskedelmi 
Bank, the Hungarian foreign 
trade hank. The one leading 
foreign strategic stake in a 
tank in the Czech Republic is 


the 40 per cent stake in Zivnos- 
tenska Banka owned by BHF 
of Germany. 

The European Bank for 
Reconstruction and Develop- 
ment has made several invest- 
ments. including a stake in the 
Hungarian bank alongside 
Bayerische Landesbank. 

Overall, however, western 
banks have been slow to buy 
Into institutions in former 
communist countries. Finan- 
cial services are a growth sec- 
tor in the region but western 
acquirers have preferred con- 
sumer goods industries such as 
cigarettes and confectionery, 
and even engineering. 

There are many reasons. 
Credit Suisse said its strategy 
for Budapest Bank conflicted 
with that of the management 
Credit Suisse's focus was on 
corporate clients and services 
such as trade finance; Buda- 
pest Bank wanted to build a 
presence in retail banking 

Mr Joseph Ackermann, presi- 
dent of executive board of 
Credit Suisse, said: “Our strat- 
egy for international banking 
concentrates on services such 
as investment management 
and wholesale banking." 

hi Hungary and several of its 
neighbours, banks have 
become highly politicised. A 
chang e in government typi- 
cally means a change in bank 
management. Politicians are 
reluctant to abandon the 
power of patronage over 
appointments at the main 
banks. 

In most countries there is a 
belief that the sector is a stra- 
tegic one. Mr Spencer Nash, 
h anking analyst at stockbro- 


kers Wood & Co, says foreign 
acquisitions of banks in the 
Czech Republic are “unthink- 
able". In tbe Czech Republic, 
moreover, commercial banks 
have been able to borrow 
cheaply, obviating the need to 
attract foreign equity inves- 
tors. Tbe three largest commer- 
cial b anks - Komercni. 
Obchodni and Investnid - took 
out syndicated loans at only 
65-70 basis points above Libor 
last year. 


A bove all, western banks 
are fearful of the hid- 
den liabilities they may 
take on through acquiring an 
east European state bank. 
Recession and tougher pay- 
ment discipline have brought 
the problem of bad loans into 
tbe open throughout the 
region. Governments have 
been forced to step in to recapi- 
talise the >« Hiring system in all 
three countries. 

That should make western 
investors breathe more easily. 
But few managements have 
suffered for making bad loans. 
Western investors have no 
guarantee that they will not 
lend irresponsibly again. 

“Do you know what you are 
buying and can you be confi- 
dent in the quality of the port- 
folio?” asked Mr Tony Fekete, 
deputy chipf executive of Citi- 
bank in Hungary, which has 
eschewed acquisitions. 

One warning to western 
investors is Westdeutsche Lan- 
desbank’s involvement in AVB 
of Hungary. The German bank, 
which paid DM4Qm (S28-3m) for 
an initial stake in 1992, discov- 
ered many loans were bad and 


had to inject a further DM32m 
in 1993. Mr Dieter Falke, board 
member of the Dusseldorf- 
based regional bank, said: “We 
undoubtedly came two years 
earlier than we should have." 

Western banks have pre- 
ferred to set up their own 
greenfield branches or form 
joint ventures with Hungarian 
banks. 

Although there has been 
only one leading banking 
acquisition, there were 18 
majority or wholly foreign- 
owned banks in Hungary at 
the end of 1994. There are 21 
foreign -owned banks in the 
Czech Republic. 

Poland is the exception that 
proves the rule. Foreign 
acquirers have penetrated 
deeper into the banks than Into 
many other sectors. An impor- 
tant factor may be Poland's 
restrictions on new bank 
licences since the end of 1992. 
The price of ABN Amro's entry 
into the market was the acqui- 
sition of Interbank, an ailing 
Polish bank. Similarly, West- 
deutsche Landesbank has 
agreed to invest in Bank Mor- 
ski of Szczecin. 

The Czech Republic has fol- 
lowed Poland’s example. It 
suspended the granting of new 
b anking licences last Novem- 
ber and said it preferred inves- 
tors to enter existing banks. It 
may be too late for that strat- 
egy. certainly in Hungary. The 
enthusiasts for eastern Europe 
have already set up branches. 
The cautious banks, such as 
Credit Suisse, remain cautious. 
Reporting by Nicholas Denton. 
Christopher Bobinski . Vincent 
Boland and Virginia Marsh 
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Cathay Pacific profits 
up 4% to HK$2.38bn 


By Simon Hofberton 
fn Hong Kong 

Cathay Pacific, the Hong Kong 
airline controlled by Swire 
Pacific, yesterday produced an 
annual result at the bottom 
end of market expectations 
when it unveiled net profits for 
1994 of HKS2.3Sbn OJS$309m> - 
just 4 per cent ahead of the 
HKg? 29bn earned in 1993. 

Mr Peter Sutch, chairman, 
described the result as “weak" 
but said he expected an 
improvement this year. “There 
are undoubted signs that the 
economies of our major mar- 
kets are picking up.” he said. 
"Together with the productiv- 
ity enhancements we have 
achieved within the airline we 
look for some Improvement in 
1995." 

Mr Sutch also signalled a 
softening in the airline's 
self-denying ordinance that it 
should not take equity stakes 
in other airlines. He said that 
while the company retained 
“severe doubts" about the ben- 
efits of such investments when 
it came to mainlan d Chinese 
carriers, it “could be that there 
are reasons to take another 
view”. 

Cathay's directors hare rec- 




Peter Sutch: expects an 
improvement this year 

ommended a final dividend of 
31.5 cents which, with the 
interim payout of 10.5 cents, 
makes 43 cents for the year. 
Cathay’s dividend payout has 
remained unchanged since 
1989. 

Mr Sutch said that Cathay 
revenues were adversely 
affected by the sharp fall in 
traffic from Taiwan to main , 
land China through Hong 
Kong last year. 

Competition kept yields 
depressed and high inflation in 


Hong Kong pushed up costs, he 
said. 

Last year's profits were 
struck on a 13.3 per cent rise in 
turnover to HKS27_2bn. Airline 
operating expenses were held 
to a growth of 11.8 per cent to 
HK22.6bn. while total expenses 
rose by 13.3 per cent to 
HKS24.6bn. 

Cathay's passenger load fac- 
tor improved by 1.3 percentage 
points to 71.3 in 1994. This was 
after a 125 per cent increase in 
revenue passenger kilometres 
and a 10.4 per cent rise in 
available seat kilometres. 

The airline's gross yield fell 
to 4.5 per cent from 4.7 per cent 
in 1993. Mr Rod Eddington, 
managing director, said that 
Cathay's yields had been fall- 
ing since 1992. but that last 
year the rate of decrease 
slowed. "We’re of the view that 
yields have just about bot- 
tomed,'* he said. 

Mr Eddington said Cathay 
was a modest net beneficiary 
of the current weakness in the 
US dollar. The airline's reve- 
nues came in many currencies, 
providing a natural hedge 
against currency fluctuations, 
but as a matter of policy 
Cathay tends to be a buyer of 
dollars rather than a holder. 


CCPC starts property auctions 


By WKttarn Dawkins 
in Tokyo 

A loan agency set up by 
Japan’s leading banks is to 
start auctioning buildings held 
as collateral for bad debts, in 
an attempt to speed the trans- 
formation of non-performing 
assets into cash. 

The Co-operative Credit Pur- 
chasing Company has applied 
for consent to hold coart 
administered auctions, a way 
of selling properties even when 
mortgage holders oppose the 
sale. 

Japan's 160 leading banks 
established the CCPC two 
years ago. to buy their bad 
property-backed loans at a dis- 


count. This enabled the hawks 
to recoup some of their capital 
and to record a deduction 
against their tax bills. On aver- 
age, Japanese commercial 
property values have fallen 50 
per cent since the asset price 
bubble burst in 1990. 

In the first 23 mouths of its 
existence, to Februarv, the 
CCPC paid Y3500bn (S36-2bn) 
for bad loans with outstanding 
principal of Y7,300bn. It has 
managed to raise a mere 
Y160bn by selling property in 
that period. All those sales 
were to individual clients, 
rather than through auction. 

The CCPC's own caution is 
partly to blame for this slow 
progress. Until now. it has 


been unwilling to see just how- 
far prices need to fall to attract 
buyers. But it has also been 
hampered by rows with mort- 
gage holders over ownership. 
Trouble-making debtors would 
be the first to see their proper- 
ties put on the block. CCPC 
officials warned. 

The CCPC’s decision to try 
its luck at a property auction 
shows that it believes the 
Y3,300bn book value of its 
property is close to its market 
value, said Mr Mark Faulkner, 
financial analyst at 
S.G. Warburg Securities in 
Tokyo. “That means the pros- 
pect of a market clearing price 
level for real estate in Tokyo is 
to come a step closer,” he said. 


Telstra registers 18.4% gain 


By Nikki Tail 
in Sydney 

Telstra, the Australian 
government-owned telecommu- 
nications group, announced a 
profit of ASUSbn rUS$880.6m). 
after tax but before abnonnals, 
in the six months to end-De- 
cember, up 18.4 per cent on the 
previous year. 

Revenues rose 6.3 per cent to 
AS7bn, compared with 
AS6.59bn a year earlier, while 
expenses before interest and 
abnormals were 5.3 per cent 
higher at AS5bn. This meant 
that earnings before interest 
and tax were 9.3 per cent 
higher at A£L97bn. The return 
on equity, before abnormals, 
was 21.1 per cent 


Noting that this was a con- 
siderable improvement, Mr 
Frank Blount, chief executive, 
admitted that there was still 
some way to go in mat ching 
industry’s “best practice stan- 
dards". 

He said the revenue growth 
reflected the improving econ- 
omy. and the margin improve- 
ment stemmed the contain- 
ment of operating expenses. He 
acknowledged again that 
increased competition would 
mean that revenue remained 
under pressure and the group's 
emphasis would have to 
remain on increasing efficien- 
cies. 

He also conceded the group 
had benefited from Australia's 
“unbelievable appetite" for 


mobile phones, saying that the 
country was perhaps six 
months away from having the 
highest penetration rate world- 
wide for mobile phones. 

The company’s debt ratio fell 
from 36 per cent at end -June, 
to 31 per cent in spite of the 
heavy investment programme, 
and lower interest charges of 
AS260m (A$358m) accounted 
for part of the profit improve- 
ment 

There was a A$147m abnor- 
mal item, largely related to 
superannuation provisions, 
leaving bottom-line profits of 
A$1.03bn, compared with 
AS997m a year ago. 

The dividend paid to the fed- 
eral government is A$4l3m. up 
from AJ361m last time. 


Earthquake 
to cut Kobe 
Steel net 
by Y99bn 

By Michiyo Nakamoto 
in Tokyo 

Kobe Steel, which was hit hard 
by the earthquake in western 
Japan earlier this year, yester- 
day said that it had suffered 
total damage worth an esti- 
mated Yi3ibn i$1.43bn), which 
would reduce profits in the 
year by Y99bn. 

The company said It would 
pass its dividend. 

The steelmaker - based in 
the city of Kobe, one of the 
most severely affected areas in 
January’s earthquake - suf- 
fered substantial damage to 
two of its plants as well as to 
its head office. 

Kobe Steel is forecasting a 
non-consolidated net loss of 
Y102bn in tbe year to March, 
largely as a result of the earth- 
quake's impact. In the. previ- 
ous year it reported a net loss 
of Ylbn. 

Against this background, 
directors of the company will 
see another 10 per cent cut in 
their annual remuneration, 
following an 18 per cent reduc- 
tion last year, Kobe said. 

The earthquake is expected 
, to reduce net sales by Y37bn 
in the second half to bring tbe 
total for the year to YI,Q66bn 
i or just under the Yl,068bn in 
the previous year. Recurring 
losses will grow to Y17.5bn 
compared with a Y3.4bn loss 
last year. 

Kobe suffered damage to its 
iron and steel operations esti- 
mated at Yll4bn. 

Included in this figure is 
damage to assets of about 
Y72bn and opportunity loss 
and increased variable costs of 
about Y59bn. 

The company is working to 
restore facilities where it suf- 
fered substantial damage. At 
its Kobe works, which was the 
worst hit. production equip- 
ment and a wharf were badly 
damaged. At its Kakogawa 
works, several unloaders were 
damaged and a raw material 
wharf partially collapsed, 
Kobe said. 

The company, however, 
expects to resume normal 
production at both sites in the 
second quarter of the next fis- 
cal year beginning April. 

Building surge 
lifts Milburn NZ 

A surge in building activity 
helped Milburn New Zealand. 
the Swiss-controlled cement 
maker, increase net profit by 
50 per cent to a record NZS2lm 
(US$l3m) in the year to 
December 31, compared with 
NZ$13.9m in the previous year, 
writes Terry Hall in Welling- 
ton. The company is 73 per 
cent owned by Holderbank 
Financiers G laris. 

Milburn benefited from a 25 
per cent lift in building activ- 
ity last year, higher productiv- 
ity and lower funding 
expenses. 


Indonesian tin group plans float 

_ _ ... i. \ TKa mmnnnv wh 


By Manueia Saragosa 
In Jakarta 

Tam bang Tim ah, a wholly 
state-owned Indonesian tin 
mining company which ranks 
as the world's largest in terms 
of production, plans to float 
shares simultaneously on the 
London and Jakarta stock 
exchanges during the third 
quarter of this year. 

Indonesia’s finance ministry 
has already approved Che Jak- 
arta listing, which has been in 
the pipeline since the company 
started restructuring in 1991. 


and is now being presented 
with a request to float in Lon- 
don as well. 

Tambang Timah selected 
London because of its reputa- 
tion as an international metals 
trading centre. 

The company sells about 20 
per cent of its tin in Europe. 
Last year. Tambang Timah 's 
dredge fleet produced nearly 
17.000 tonnes of tin. up about 
18 per cent on the previous 
year. 

Inland production also 
amounted to 17.000 tonnes. 

Tam hang Timah has yet to 


decide the size of the stake to 

be sold, although on the record 
o f past pert-privatisations it is 
likely to be a minority share. 
The company is looking to 
invest in other commodity and 
mining sectors in Indonesia 
and the site of the flotation 
will deoend on these invest- 
ments, a company official 
said. 

As a result of restructuring. 
Tambang Timah has cut its 
workforce to just over 5.500 
from 27.000 in the mid-1980s 
and has received a government 
cash injection ot RplSObn 


Rivals put South Korea’s 
top brewer under pressure 

U ntil recently. South estimated losses of WoniObn- While 83 per cent of OB 
Korea was dominated 30bn because- of start-up costs, production is still devoted ' 
by one beer company, while posting sales of lagers. Chosen has shifted 3 


U ntil recently. South 
Korea was dominated 
by one beer company. 
Oriental Brewery. So great vras 
OB’s strength that industry 
observers suggested that it 
allowed Chosun, the number 
two brewery, to capture a 3Q 
per cent market share so that 
OB could avoid possible anti- 
monopoly investigations by the 
government. 

However. Korea’s duopolistic 
and highly-protected beer mar- 
ket has changed dramatically 
in the past year. 

OB. the flagship of the Doo- 
san food and beverage group 
last year reported its heaviest 
loss, at Won65.4bn <$837m> 
against a net profit of 
Won2.3bn for 1998. It was only 
the second annual deficit for 
OB since it was established in 
1952. 

In contrast. Cbosun’s net 
earnings climbed to Wonabn 
from Wonl-Sbn in 1993. 

The reversal in OB’s fortunes 
“is a classic story of a company 
that has grown complacent 
and rested on its laurels", said 
Mr Jonathan Dutton, an ana- 
lyst for S.G. Warburg Securi- 
ties in Seoul. 

The reason for OB’s sudden 
decline was Chosun 's introduc- 
tion two years .ago of Hite, a 
non- pasteurised light beer, into 
a market that mainly consisted 
of stodgy lagers. 

The popularity of Hite 
among Korea's young genera- 
tion has boosted Chosun's mar- 
ket share to 42 per cent while 
that of OB has slid to 52 per 
cent. 

The beer war intensified last 
summer - appropriately, the 
hottest in 90 years - when a 
new competitor joined the fray. 
Jinro, the biggest distiller of 
Korea’s soju liquor, formed a 
joint venture with Coons of the 
US to produce another light 
beer, Cass. 

Jinro-Coors has taken 6 per 
cent of the beer market and 
plans to increase its share to 20 
per cent this year. 

The joint venture suffered 


estimated losses of WonSObn- 
30bn because- of start-up costs, 
while posting sales of 
Won46-3bn. 

Some analysts believe OB 
will have great difficulty recap- 
turing market share after Lt 
bungled initial efforts to 
counter the challenge posed by 
Hite and Cass. 

A year ago. OB launched its 
own light beer. Ice, supported 
by a saturation marketing 
campaign. But the advertising 
backfired since its use of a 
nude figure of a Korean actress 
proved too controversial for 

Oriental Brewery 
made a loss of 
Won65.4bn last year 
and saw its market 
share slide to 52 per 
cent, reports John 
Burton in Seoul 

the country's conservative 
moral tastes. The ad was with- 
drawn under government pres- 
sure. 

The introduction of another 
OB light beer. N'ex. in October 
has failed so far to make much 
of an impression with consum- 
ers. 

The increased competition 
has put pressure on OB’s prof- 
its. Its advertising costs tripled 
to \Von28.5bn to promote the 
Ice and Nex brands, but with 
little result. OB sales for 1994 
remained almost flat at 
Won498.8bn, while Chosun's 
sales surged by 34 per cent to 
won 273. Tbn. 

OB earnings were further 
depressed by investments for a 
new beer plant, whose opening 
has now been delayed because 
of the company's shrinking 
market share. Although beer 
sales grew 13 per cent last 
year. OB may have trouble tak- 
ing advantage of the surge in 
consumption, which mainly 
reflects higher sales for light 
beers. 


While 83 per cent of OB s 
production is still devoted to 
lagers. Chosen has shifted 80 
per cent of its output to Hite. 
Jinro-Coors is also planning to 
double production for its Cass 
light beer this year. 

With the rapid public switch 
to light beers. OB has only pre- 
vented further market erosion 
due to the exclusive sales 
agreements it has with many 
restaurants and bars. Beer con- 
sumption at home, however, is 
on the rise, which would 
deprive OB of its distribution 
clout. 

Declining sales also pose a 
new problem for OB in terms 
of the price it pays for barley, 
which accounts for 70 per cent ■ 
of raw material costs. Beer 
companies are required to pur- 
chase expensive domestic bar- 
ley. but they are also granted 
access to cheaper supplies 
from abroad based on market 
share. As OB’s market share 
falls, its purchase of imported 
barley declines. 

Rising cost pressures on 
OB’s profits would be eased if 
the government allowed an 
increase in beer prices, 
although this is unlikely this 
year because of the country’s 
anti-inflation programme. 

In an effort to boost sales, 
OB has struck back by invad- 
ing Jinro's traditional strong- 
hold in the soju market. It pur- 
chased a provincial distiller of 
the potent spirit in late 1993 
and has captured 10 per cent of 
soju market through the intro- 
duction of a milder brand. 
Green. 

The success of Green, how- 
ever. has largely come at the 
expense of other regional soju 
makers, while Jinro's 50 per 
cent market share has hardly 
been disturbed. 

Meanwhile, OS's dominance 
in the whisky market, which it 
gained through its joint ven- 
ture with Seagram, is being 
challenged by Chosun after it 
recently concluded a market- 
ing agreement with United Dis- 
tillers. 


S Korean beer market (Won bn) 





Sales 


Net profits 



1991 

1992 

1993 

1994 

1991 

1992 

1993 

1994 

OB 

37 8,8 

460.2 

493.4 

498.8 

■7.6 

a2 

2.3 

-65.4 

Chosun 

194.3 

195.3 

204.9 

285.0 

3.7 

3.5 

1.8 

5.0 


(S67m>. The company, which is 
based on Bangka island off the 
south-eastern coast of Suma- 
tra. has become profitable and 
claims to be one of the world's 
lowest-cost tin producers. 

Last year, Tambang Timah 
made a net profit of Rpll92bn. 
compared with Rp20.1bn in 
1993. 

Other state-owned Indone- 
sian companies earmarked far 
privatisation are also undergo- 
ing restructuring, including 
Garuda. the national airline, 
and Telkom, the domestic tele- 
communications company. 


Progress on 
Philippine 
bank claim 


By Edward Luce 
in Manila 

The Philippine National Bank, 
the country’s largest bank 
which is due to be fully priva- 
tised next month, is to have its 
claim on la.lbn pesos lS582m) 
of national treasury money 
considered by the government 

The department of finance 
and the national treasury have 
disputed PNB’s claim to the 
money, which the bank said it 
was owed under a government 
rehabilitation scheme started 
in 2987. 

The bank bad been used 
until 1986 by tbe forma- Mar- 
cos dictatorship as the 
regime's chief creditor to 
"crony” monopolies and as a 
repository of dubious govern- 
ment liabilities. PNB trans- 
ferred the bulk of these liabili- 
ties to the new government, 
which in turn injected 2.5bn 
pesos into the bank to recapi- 
talise it 

According to an arcane 
“substitution arrangement”, 
however, tbe bank continued 
to service the transferred lia- 
bilities on behalf of the gov- 
ernment on the assumption 
the treasury would repay 
PNB’s servicing costs in foil. 

However, the department of 
finance and the treasury 
strongly disputed the rate at 
which PNB had serviced the 
debts, leading to a disagree- 
ment over the amount the gov- 
ernment owed to the bank. 

PNB says the government 
should repay 26 bn pesos while 
the government originally cal- 
culated its debt to the bank at 
llbn pesos. 

Mr Gabriel Singson, the gov- 
ernor of the central bank, and 
Mr Eduardo de los Angeles, 
chairman of the stock 
exchange. last week pledged to 
resolve the discrepancy on 
PNB’s books. 


WMC plant plan 

Western Mining Corporation, 
the Melbourne-based mining 
group, is to invest AS 145m 
(US$1 08 m) in a sulphur recov- 
ery plant at its Kalgoorlie 
nickel smelter in Western Aus- 
tralia. writes Nikki Tait. The 
plant should come on stream 
in the latter half of 1996. 
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STRONG EARNINGS GROWTH IN 1994 
Scar announces net income of FRF 282 million for 1994 

The Board of Directors of Scot SA, chaired by Jacques 
BJondeau, met on March B, 1 995 to review the consolidated 
financial statements of the Group, and to approve the parent 
company financial statements for 1 994. 

SCOR GROUP CONSOLIDATED DATA 


fin FRF millions) 

Gross premium income* 

1993 

11,646 

1994 

11. 645 

Net premium income 

9, 846 

9. 929 

Total net profit 

177 

280 

Group net income (exd. minorities] 

157 

28 2 

Net underwriting reserves 

18, 225 

79. 500 

Total shareholders 1 equity 

5. 419 

5,407 

Group shareholders' equity 
(exd. minorities) 

4 .941 

4. 984 


• Figure restated on compu afate basis 

1 993 marked the start of the recovery and 1 994 confirmed 
our forecast, with the Group achieving a return on equity of 
5.7%, In line with its mid-term profitability objectives. Some 
markets such as the United States, which was badly hurt by 
the North ridge earthquake, continue to deteriorate. On the 
other hand, European and Aslan markets continued I heir 
recovery. Against this contrasted background. Scar Group 
premium income advanced 4.8%, on restated basis and at 
constant exchange rates. Group net income (excluding mino- 
rity Interests) leaped 80%, to FRF 282 million. 

PARENT COMPANY DATA - 

I 

■ Income after tax for the year totalled FRF 66,7 million. The | 
Board decided to propose to the General Meeting of f 
Shareholders to increase the dividend by 33%, to FRF 3 = 
(including tax credit). S 
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Notice to the Holdens of the Warrants 
to Subscribe for Shares of Common Stock of 

KISSEI PHARMACEUTICAL CO., LTD. 

(the “Company") 

Issued in conjunction with 
U.S. $100,000,000 
IV 2 per cent. Bonds 1996 
(the “1996 Warrants”) 
and 

U.S. $100,000,000 
P/s per cent. Bonds 1998 
(the “1998 Warrants”) 
ADJUSTMENT OF SUBSCRIPTION PRICES 
NOTICE IS HEREBY GIVEN pursuant to Conditions 
7 and 11 of the Tferras and Conditions of the Warrants in 
relation to the 1996 Warrants and 1998 Warrants, 
respectively, that the Board of Directors of the Company 
passed a resolution on 21st Februaxy, 1995 to make a 
stock split of shares of its common stock effective as of 
19th May, 1995 in the form of the free share distribution 
to the shareholders of the Company of record on 3lst 
March, 1995 (Japan Time) in the ratio of 0.1 new share 
for each one share held. 

As a result of such stock split, the Subscription Prices 
at which shares are issuable upon exercise of the 1996 
Warrants and 1998 Warrants will be adjusted as follows: 
(II The 1 996 Warrants 

Before adjustment: Y3, 499.20 per share 
After adjustment: ¥3,181.10 per share 
(2) The 1998 Warrants 

Before adjustment: Y5,395.50 per share 
After adjustment: Y4, 905.00 per share 

Such adjustment to the Subscription Prices shall be 
effective as of 1st April, 1996 (Japan Time). 

D3J Schroder Bank & Trust Comp any 
The Fqji Bank and Trust Company 
on behalf of: 

Kissei Pharmaceutical Co., Ltd. 

Dated: 14th March, 1995. 
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ACT NOW 

Tbe 1995 Rates Revaluation 
will affect your tax liability 
Far advice without obligation 
Contact Roger Doolop 


LAURIE 

Tet: 071 493 7WS 
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To the Holders ot 
Restructured Obligations 
Backed by 
Senior Assets, B.V. 
Pursuant to the Indenture dated 
May 1. 1990, as amended and 
restated as of June 15. 1990. 
between the Issuer and State 
Street Bank and Trust Company, 
as Trustee, notice is hereby given 
that tor the Interest Accrual Period 
March 10. 1995 through June 11. 
1995. the rates applicable to the 
Secured Senior and Secured 
Senior Subordinated Floating Rate 
Notes are 6.6125% and 7.0625% 
respectively. 


THE ROYAL BANK OF CANADA 
U S. S300.000.000 Hooting Bale 
Debenture Notes due 2065 
NOTICE IS HEREBY GIVEN that tor 
the Interest Period commencing on 
15th Marsh, 1995. the Notes will 
bear interest at the rate of 6*s% 
per annum. The interest payable on 
15th June, 1996 against Coupon 
NO. 37 will be US. S16.G111T1 per US. 
51,000 nominal. 

Agent Bank 

£§£ ROYAL BANK OF CANADA 
ggffi EUROPE LIMITED 
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MAPFRE VIDA 

Secondary Offering 

1,600,000 Ordinary Shares of Mapfre Vida, Sociedad 
Anonima de Seguros y Reaseguros Sobre la Vida Humana 

a Subsidiary of 

Corporacion Mapfre 

Compaaia International de Reaseguros, Sj\. 

Price: Ptas 5,450 per Share 


Lehman Brothers 


Global Coordinators 

BBV Interactivos, S.VB., S.A. 


International Institutional Offering 

Lehman Brothers Salomon Brothers International Limi ted 

BBV Interactivos, &VB., SA. Barclays de Zoete Wedd Limited 

Indosuez Capital 


Spanish Public Offering 

BBV Interactivos, SlVB* SA. 

Argentina Balsa, S.VB., &A Banco San 

Banco Central Hiepano 


Banco Santander de Negocios, &A. 

Cajade Madrid 


Advisor to the Issuer 

Mapfre Inversion, S V 
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COMPANY NEWS: UK 


Rise in media interests makes up for fall in financial services 

MAI advances 22% to £59m 






By Raymond Snoddy 

the media and financial 
5“™* group, yesterday pro- 
^ed a mj^d set of interim 
?«uits that saw its television 
mterests surge ahead more 
‘framafacaDy than expected but 
showed an equally large fen in 
Jta financial services busi- 
nesses. 

The company, which last 
year acquired Anglia Televi- 
sion to add to its Meridian 
franchise in. the south of 
England, saw pre-tax media 
profits rise from £6m to £29m 


in the half-year to December 
31. The advance was helped fey 
the first fun six months contri- 
bution from Anglia. 

In contrast, because of weak 
markets. MATs money and 
securities broking profits fell 
from last year's exceptional 
level of QRm to this time. 

The overall result - a 22 per 
cent rise in pre-tax profit to 
£59m ($9?m) on turnover up 24 
per cent to £39&3m - was still 
ahead of analysts' «>y p«yfatinnfl 
and the shares closed 8p up at 

237p. 

Sir James McKinnon, the 


MAI chairman, said that there 
had been an improvement is 
financial markets in London 
and New York since the turn 

of the year “but trading condi- 
tions remain challenging”. 

Lord Hollick, chief executive, 
said he believed the company 
bad now demonstrated that the 
acquisition of Anglia had been 
a success. 

The price of £290m had at the 
time been seen as a fairly full 
one. But Lord Hollick said that 
when other Anglia interests 
had been stripped out such as 
it? stake in Village Roadshow, 


the last expanding Australian 
media group, and a residual 
stake in British Sky Broadcast 
mg, the acquisition had cost 
about £180 m. 

Meridian's profits rose from 
about £6m last time to £10m in 
the period under review. Some 
£16m in profits came from Ang- 
lia. close to its earnings for the 
whole of 1994. Apart from ris- 
ing advertising revenues, con- 
siderable cost savings had 
resulted from the integration 
of the two ITV companies - 
something like £7tn to £8m in a 
full year. 


National Express to acquire bus operator 


By Tim Btst 

National Express, the coach and airport 
group, yesterday stepped up its bid to 
become a diversified transport business by 
announc ing plans to acquire West Mid- 
lands Travel, one of Britain’s Largest bus 
operators. 

The company, which has a near monop- 
oly on inter-city coarii services and owns 
East Midlands Airport, is considering pay- 
ing between £I60m and £200m ($328m) for 


the Birmingham-based bus network. 

Although it refused to discuss the terms 
of the deal, it is understood to have drawn 
up plans for a cash and paper offer which 
trill be put to 5,000 employee share owners 
at WMT. 

Advisers dose to the deal predicted it 
would be the biggest bid yet seen for a 
former state company sold to its work- 
force. 

Mr Ray McEnhiH, the coach group’s 
chief executive, said the proposed takeover 


could also signal a consolidation of bus 
operators in the UK. which were deregu- 
lated by the government in 1986. 

Some City analysts suggested the move 
would cause concern among rival bus 
operators, especially in London and the 
north east of England, where WMT oper- 
ates local commuter services. 

National Express first approached the 
group with an offer late last year after the 
bus operator, which has a 2,805-vehicle 
fleet, postponed plans for a flotation. 


| RESULTS 








BPP 

Twaooor pan) 

Pm-ton 
prom tam 

Currant 

BPS M mount (p) 

Date at 
pnjmw 

-DMdends - 
ComapcwunQ 

-f. -I .4 

ornaena 

Total lot 
rear 

Tata tet 
yts* 


Cab 

Caodow tavntamta. 


DoanBc a General. 
EmpBH ttasare _ 

Fata* 

Gartmora _____ 

basely 

Braggs — 

Hteratan* 

ISAM _ 


tatdngon __ 
toUns Foods 


Stager ft Rfedbndar. 

Mai 

Mtad Canton 


hwestniont Trusts 


■ 6 rrstta to Dec 3l 
__ Yr as Dec 3i 

ft to 0oc3t 

. 6 rntta to Dec 31 
. 6 mtos to Dec 3i 
— _ Yr to Dec 31 

Yr to Dec 31 

Yr to Dec 31 

ft to Dec 3l 

Yr to Dec 31 

Yr to Dec 31 

Yr to Dec 31 

. 6 iidta to Dec 31 

Yr to Dec 31 

Yr to Dec 31 

ft to Dae 31 

ft to Dec 31 

Yr to Dec 31 

ft to Dec 31 

ft to Dec 31 

Yr to Due 31 

Yr to Dec 31 

Yr to Dec 31 

ft to Dec 31 

ft to Dec 31 

ft to Dec 3T 

ft to Dec 31 


- 

e i 

5.52 

(47.4 j 

92 

<59.71- 

54 

May 12 

4.7 

7.8 

7 

180 

fi«i 

AS 

(42 ) 

92 

(7.4 > 

1.285 

May 31 

1.1 

1.9 

155 

312-6 

(201 JJ 

24.4 

(21.8 ) 

VUS 

01.4 ) 

25 

May 15 

5 

7.5 

75 

396.3 

(320.6 } 

5&6 

(4&2 ) 

10 

(9) 

2 

tyr 26 

■ 2 

- 

78 

102 

P.B9 ) 

1.24 

(1.04) 

5J 

<M7) 

2.65 

May 24 

25 

3.4 

3 

43 

<3M> 

4.87 

(424 ) 

m3 

04J) 

4.4 

May 31 

32 

&4 

5l7 

77.B 

<63.1 ) 

533 

(3.47*) 

10 

(13) 

m 

• 

nl 

id 

3» 

170 

• n»> 

1 53 

(ft31f > 

2&5 

0B.7 } 

6 

- 

5 

a.? 

75 

388.3 

(276.4 ) 

9.62 

(7-37 ) 

17.3 

04.1 ) 

5.4 

May 2 

48 

8.1 

72 

331.1 

(382.1 ) 

19.7 

(15.7*1 

72 

(49) 

27 

May 26 

27 

4.45 

4.45 

206 2 

060-2 ) 

252 

naif) 

15.7 

03.6) 

6.5t 

Apr 24 

6-2 

95 

B 

243 

(23J ) 

1/45 

0.171) 

3.45 

(2m) 

0.7 

May 13 

id 

ins 

0.45 

- 

(-1 

29.7* 

(248* ) 

12.68 

(1008 ) 

8.6 

May 19 

73 

123 

1155* 

1.011 

(755.4) 

76.1 

<B3J») 

8.1 

(7.3) 

21 

May 12 

186* 

3.6 

3585* 


GouHCuudng 


i * 


Remtao Hgft (name 8 mtfK to Jar 31 95.7 fllM J 104 ff.1T ) 3 21 <3.45 ) 1.15ft A* 3 1.1 4.4 

fleam Select he 15 mtos Dec 31 89 (- ) Ofl65 (-) 307 (- ) 15 Apr 28 - 3 

XUmart Dae Fund. 6 Dribs to Jen 31 460.4 (4108 ) 0354 (0302 ) 385 (439 ) 2.75 Key 12 2.75 11 

DMdends dnwn net Hguaski tractate *ra tor carespetrfog period, tiki hemmed cupfleL §USM sock. -A4usM ferecdp tome, ffltar eapded craft *«tor mptionafetaree. 
fConvxaHvas tor 13 note to Dec 31 1993 ftTWrri Halm making 335 to dm Xtrttfc ennenrgr. JJtatodes speett 225p Wymorit 




This announcement appears as a matter of record only. 


yH3A 


* 4 


* 


AGUAS ARGENTINAS S.A. 

Buenos Aires, Argentina 

US$179,500,000 

Structured Financing 
for the privatized Buenos Aires 
water and waste water system 

Structured end arranged by 

International Finance Corporation 

US$7,000,000 
Equity Investment 

Provided by 

International Finance Corporation 

US$38,000,000 
Term Loan 

Provided for its own account by 

International Finance Corporation 

US$134,500,000 
Term Loan 

Provided through participations 
in the IFC loan by 

Banque Nadonale de Paris 

Banco Exterior de Espana Banque Indosuez 

Banque Paribas La Caixa Credit Lyonnais 

Credit Suisse Deutsch SO^rifcan|sche Sank AG 

Deutsche Bank Socidte Generate Generate Bank 

Swiss Bank Corporation Banco Central Hispanoamericano 

Banque Frangaise du Commerce Ext6rieur Banque Sudameris 

November 1994 
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US buy 
helps 
Rugby 
rise 18 % 


By Amtvw Taylor! 

Construction Correspondent 

Rugby Group, which is 
seeking planning permission 
for a flOOra modernisation and 
expansion of its Rugby cement 
works increased 1994 pre-tax 
profits by 19 per cent from 
£63-8m to £76. lm. 

Profits were boosted by first 
time c uulrttmt km of g&n from 
the US building materials dis- 
tribution business of Bnnzl 
acquired for S93m last June. 

i The profits increase would 
have been greater hut for a 
£33m provision to cover the 
group’s share of an EC anti- 
cartel fine and a £3.lm loss on 
the disposal of the group's 
French metal products busi- 
ness. 

Tbe company along with 
other European cement manu- 
facturers bs appealing against 
the EC fine which left UK 
cement profits 5 per cent lower 
at £16.8m (£17.7m) in spite of a 
10 per cent increase in volume 
sales. 

UK joinery profits which 
rose from £i7.6m to £2&2m. 
also, would have dipped 
slightly but for a £600,000 con- 
tribution from new acquisition 
Allan Bros. 

The group, in which joinery 
now contributes more profit 
and turnover than cement, 
increased turnover to £l.01bn 
(£755. 4m). Earnings per share 
after allowing for last year’s 
one-fbr-one capitalisation issue 
rose from 7J3p to S.lp. 

It is proposing a final divi- 
dend of 2.lp <1.96p) making a 
total of 3.6p (3.385p). 

The group also is spending 
A$76m (£36m) on a new lime 
and cement inhi in Australia 
to meet Increased customer 
demand. Both developments 
could he financed from cash- 
flow. At December 31 net cash 1 
was £44Jjm. 

Anstrallan cement aid lime 
profits rose last year to £15.3m 1 
(£l2.5tn); Australian joinery 
profits increased to £3.8m 
(£3.3m); US joinery profits 
boosted by the Bunzl buy 
increased to £8m (£S.7m). 
European joinery profits, also 
helped by recent acquisitions, 
increased to. £9.6m (£5m). 


LEX COMMENT 


National Express 


It makes sense for National Express to move 
on to buses, given a sluggish outlook for its 
one coach operations. Its opportunistic pur- 
chase of East Midlands Airport has provided 
its most profitable business. But while airports 
offer further growth, they also absorb large 
amounts of capital. By contrast, buses are 
basically cash boxes on wheels, and have the 
appeal of a steady earnings stream throughout 
the year. 

West Midlands Travel would be a substantial 
first move into local buses: it is the largest city 
bus operator in the UK. Moreover, cities offer 
tbe greatest potential for passenger growth, as 
local government tentatively encourages 
motorists to switch to public transport In 
addition, bus operations offer substantial econ- 
omies of scale, from vehicle purchasing and 
maintenance, so it makes sense to go in big. 

However. National Express may have to pay 
a full price for WMT, and there are no mean- 
ingful synergies to be developed with its coach 
business. WMT postponed a flotation last year, 
but is anticipating a s imilar price tag of 
around £20Qm. It is already a well-managed 
business with operating margins that other 
operators dream of. In addition, it requires 


National Express 
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significant short-term capital expenditure to 
modernise its bus fleet Given the difficulty in 
acquiring more regional airports, buses will at 
least provide National Express with short-term 
earnings drive. But without more far-reaching 
government initiatives to promote public 
transport, the medium-term outlook for buses 
looks pedestrian. 


Insurers group to assist in 
Littlechild statement inquiry 


By Peggy Hoffinger 

The Association of British 
Insurers, which incorporates 
most of tbe UK’s largest insti- 
tutional investors, is to liaise 
with the Stock Exchange in its 
review of events leading up to 
the surprise announcement 
from the electricity industry 
regulator that he was consider- 
ing tougher price controls. 

The ABTs members are also 
likely to call for an indepen- 
dent inquiry into the circum- 
stances surrounding tire regu- 
lator's surprise statement, if 
the government does not take 
steps to ensure such things 


could not happen again. 

Some institutions are railing 
for a review of the regulatory 
system in the UK. Many are 
understood to feel that a single 
person has too much power, 
and would favour a group of 
regulators for each industry. 
Institutions are furious at the 
manner in which the electric- 
ity regulator could make price 
sensitive statements a day 
after shares bought in the gov- 
ernment’s £4bn National Power 
and PowerGen offer made their 
market debut. 

WhUe they acknowledge that 
the regulatory risks were 
stated in the prospectus, they 


are particularly angry over 
revelations that the govern- 
ment knew before tbe offer 
closed that Professor Stephen 
Littlechild was minded to 
make such a statement. 

Mr Richard Regan, head of 
the ABI’s investment commit- 
tee, said the association was 
anxious to "address the 
extreme concern of the institu- 
tions at the timing of the state- 
ment by the regulator just 
after a float which must have 
an impact on the pricing of the 
issue. We think the most pro- 
ductive tiling is to address how 
we prevent that happening 
again' 1 . 


Mallett achieves better prices 


Mallett, the New Bond Street 
art and antique dealer, 
improved pre-tax profits by 19 
per cent from £L04m toSLMm 
in 1994. 

The growth, which was 
achieved mi turnover up just 3 
per cent to £l0.2m (£9.89m). 


was because the company sold 
much of its own stock In the 
year, with little on commis- 
sion, and better prices were 
achieved than during the reces- 
sion. 

Earnings per share advanced 
to 55p (5.27p) and the dividend 


is lifted from 3p to 3.4p with a 
proposed final of 2.65p (2.5p). 

The company said it was 
hard to predict trading for the 
present year but prices were 
better in the second half of 
1994 than the first and this 
trend had continued. 
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CONFIDENCE 
IS OUR ASSET, yy 


In 1994 our clients once again demonstrated their 
confidence in our bank. Landesbank Rheinland- 
Pfalz posted a profit of DM 89 million. Compared 
with the previous year's excellent result, this is an 
increase of 3 per cent. Due allowance has been 
made for all risks arising from the lending business 
and write-downs on all our securities holdings. 
These results reflect our commitment to prudence 
and solidity. Ranking among Germany’s prominent 
public-sector financial institutions, Landesbank 
Rbeinland-Pfalz offers a full range of universal bank- 
ing services, from foreign lending and trade finance 
to securities transactions and real estate financing. 
We also act as banker to the State of Rheinland- 
Pfalz and function as central bank for tbe state's 
savings banks. 

Our balance sheet illustrates our commitment to our 
clients and their confidence in ourservicecapablldes. 

Key figures from ihe preliminary Group Balance Sheet 
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Fairey rises 18% and 
buys Loma for £18m 


By Tim Burt 

Fairey Group, the industrial 
electronic and specialist engi- 
neering company, yesterday 
stepped up the expansion of its 
electronics business with the 
£18.2m acquisition of Loma 
Group, the privately-owned 
detection equipment manufac- 
turer. 

Fairey. which has spent 
almost £60m expanding the 
electronics division in the past 
six months, said the deal 
would make it one of the 
world's leading suppliers of 
contamination control prod- 
ucts. 

Improved contributions from 
the division - the group's larg- 
est - helped lift pre-tax profits 
by 18 per cent from £21 An to 
Z25.8m on sales up from 
£130_2m to £145. lm. 

Mr John Poulter, chief execu- 
tive, said the integration of 
Loma would increase annual 
sales to about £lB0m and 
enhance earnings. 

“We're not buying cheap 
assets but income generation, 
and it fits well with the tech- 
nologies and markets of sev- 
eral other Fairey businesses." 

It is funding the deal with 
£l3.2m of debt and a 38Sp a 
share placing. 


F«lray Group 

Share price relative to the FT-8E-A 
Bactrorvic and Sect Equipment Index 
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Strong demand for products 
such as sensors and infra-red 
equipment fuelled a 29 per cent 
increase in operating profits in 
the electronics division to 
£I3.4m (£l0.4m>. 

Mr Poulter predicted that the 
division’s dominance of the 
group - it provides about half 
of group turnover - would 
grow as the company inte- 
grated Imaging Technology, 
acquired for siS-Sin {£8.4m) last 
summer, and Randomat, the 
US controls business acquired 
for £37m In December. 

Profits In the electrical 
power business, however fell 
from £4.41m to £3£m as sales 


of insulating equipment 
declined. Mr Poulter admitted 
it was a blemish on the results 
but said it had been balanced 
by improved figures In the two 
remaining divisions. Aerospace 
and defence increased to 
£454m (£3.35m) and filtration 
and specialised ceramics rose 
to £3.87m (£3.43m). 

Earnings per share rose 21 
per cent to 22£p (I8.9p), while 
the proposed final dividend has 
been increased rrom 4p to 
4.75p. TTTflMng 7p (5.9p) for the 
year. 

• COMMENT 

Fairey may have established 
its name as the power behind 
some famous aircraft, but It 
now derives most thrust from 
its high margin electronics 
division. Such is the cash gen- 
eration in this business, that it 
expects to have paid down Its 
debts by the end of the year 
and can then target other take- 
overs. In the meantime, rising 
demand for sensors and solid 
defence sales should lift profits 
to about £33m. Given those 
prospects and the group's 
growth record, the shares, up 
3p at 3S9p, remain a worth- 
while investment even on a 
premium forward multiple of 
14. 


Singer & Friedlander downturn 


By Patrick Harveraon 

Singer & Friedlander. the 
diversified merchant banking 
group, yesterday reported a 
drop in pre-tax profits from 
£34. 4m to £26.6m for 1394. 

However, excl uding various 
exceptional items in 1993 and 
last year, the group's profits 
rose by 10 per cent to £24. 6m 
(£22.4m), a performance which 
analysts said was creditable 
given the difficult conditions 
in financial markets. 

Behind the Improvement in 
underlying profits was a jump 
in fee and commission Income 
to £28.3m (£16.4m). which 
helped offset a big drop in deal- 
ing profits from £0.5m to £1.5m. 
Recently, the group has been 
switching the emphasis of its 
business from property and 
stock investments into devel- 
oping fee-based businesses. 

On current conditions. Mr 


John Hodson, chief executive, 
said Singer had made a "satis- 
factory" start to the year, but 
was cautious about the longer 
term outlook for 1995 and said 
the corporate lending market 
remained very competitive. 

However, he said the group 
remained on the look-out for 
opportunities to buy into new 
businesses that would comple- 
ment its core financial services 
operations. 

Last year, Singer completed 
several acquisitions, including 
the commercial banking busi- 
ness of Credit Lyonnais Bank 
Nederland and a majority 
interest in Carnegie, the inter- 
national broking group. 

Profits from merchant bank- 
ing and investment manage- 
ment rose only slightly to 
£16.3m (£16.lm), and Mr Hod- 
son said growth in the bank's 
loan book, not Including the 
contributions from recent 


acquisitions, had been modest. 
Fees from corporate finance 
rose, while the Collins Stewart 
Stock broking businesses 
rebounded from a poor first 
half to achieve higher profits. 

Provisions for bad and doubt- 
ful debts climbed to £2.8m 
(£2.2m), and the group wrote 
off £3. 8m, compared to lust 
£520,000 in 1993. on Its holdings 
of longer-term fixed-income 
securities. 

Singer's property portfolio, 
now valued at about £88m, con- 
tributed £4.4m (£4m), and the 
group earned £6.4m (£4.3m) 
from its 30 per cent stake in 
People's Phone, the provider of 
mobile phone services. 

Earnings per share were 
9.57p (I3.l8p), and a final divi- 
dend of 2.ip makes a total of 
3.5p (3p). Analysts forecast pre- 
tax profits of £38£m for 1995, 
which would produce a multi- 
ple of 8.3. 


Licensing 
deals help 
Scotia cut 
its losses 


By OsbiM Green 

Higher sales and increased 
Income from licensing deals 
helped cut pre-tax losses at 
Scotia Holdings, the biotech- 
nology company, from £6.4m 
to £3.6m for the year to 
December 31. 

The company has applied to 
regulatory authorities In the 
UK, Ireland and Denmark to 
sell its most advanced cancer 
drug, EF13. 

Further applications would 
be made, said Mr David Horro- 
bin, chief executive, and the 
first applications for another 
drug - EF4 for a complication 
of diabetes called diabetic neu- 
ropathy - would also be made 
within the next three months. 

Mr Horrobin warned, how- 
ever, that health regulators 
were “likely to come back 
with questions" because of tile 
unusual nature of the drugs. 

Scotia specialises in using 
the chemistry of fats to make 
medicines, rather than the 
proteins usually studied by 
other biotechnology compa- 
nies. It also has a nutritional 
business based on Evening 
Primrose OIL 

Research and development 
of Scotia's four next most 
Important drug projects - in 
radiotherapy, cancer, arthritis 
and blocked arteries - were 
"on track”. 

The company also listed 
another 16 products in early 
research and development it 
said could enter late stage tri- 
als by 1937. They include prod- 
ucts designed to treat cancers, 
arthritis, asthma, Alzhehners* 
disease, schizophrenia and 
alcoholism. 

Turnover was £22.7m com- 
pared with £l9m in 1993. 

Sales and royalties from 
nutritional supplements and 
drugs accounted for £15.8m 
(£15.2m), with the balance 
coming from licensing deals. 

Mr Horrobin said that gov- 
ernment pressure to cut the 
costs of treating skin problems 
- which are not life threaten- 
ing - had reduced sales in the 
dermatological sector. 
Research and development 
spending rose to £ll.6m 
(£8. 5m). The loss per share 
was 5.8p (l&5p). 

The shares rose 17p to 350p. 


Expansion programme on target and margins up in second half to ~4. 1 /o 

Takare advances 41% to £21. lm 


By Motoko Rich 

Mr Keith Bradshaw, chairman 
of Takare. the UK's leading 
nursing borne group, yesterday 
said there were insufficient 
nursing homes to handle demo- 
graphic shifts in the popula- 
tion. but that it was not Tak- 
are's role to “solve a national 
problem”. 

He made the remarks as the 
group announced 1994 pre-tax 
profits up 41 per cent from 
214.9m to 221.1m. 

Takare, which began con- 
structing 1,770 beds last year - 
at the top end of its target - 
said it would continue to build 
1,800 beds a year. “We might 
build a few more if we find 
some good sites,” the chairman 
said. “But our role is to guar- 
antee consistent quality at an 
affordable price. We can only 


grow if we have the money :or 
it and if we can manage it." 

T akar e. which derives £5 per 
cent of i is Turnover iron state- 
funded customers, saw its 
earnings, which grew 5.S per 
cent to 14.5p (13.7p). diluted by 
the Impact of a rights issue in 
September 1953. 

Because of the building pro- 
gramme, the company went 
from net cash of £10. lm on 
December 31 1993 to year-end 
net debt of £27m - gearing of 
40 per cent. Mr Bradshaw said 
the company had £80m In com- 
mitted five-year bank facilities. 

The profits were achieved on 
turnover up 23.7 per cent to 
£SQm (£72 Km). The group had 
6,810 beds in operation, against 
5,600 in 1993. with an occu- 
pancy rate of 97 per cent 

Margins improved in the sec- 
ond half, up to 24.1 per cent 


from 23.1 per cent in the first 
half. Mr Bradshaw said the 
company had benefited from 
economies of scale. 

Average revenue per bed was 
up 2 per cent at 2313 per week 
(£307). 

In administrative expenses, 
the company included £210.000 
in severance costs for Mr Dev- 
erok Pritchard, former manag- 
ing director who was stripped 
of his executive duties last 
year. 

A recommended final divi- 
dend of l.5p makes a total of 
2.3 d (2.07p) for the year. 

• COMMENT 

The nursing home sector has 
been under a cloud as inves- 
tors have grown weary of an 
apparently unquenchable 
demand for equity capital. Tak- 
are has said it believes it can 


fund Its planned rate erf growth 
without recourse to sharehold- 
ers. and its bank facilities 
appear to back up its claims. 
That cannot be an indefinite 
promise, however, and mean- 
while dividend prospects are 
moderate because the cash 
generated by the business is 
ploughed into further construc- 
tion. As the market leader, 
Takare may be able to post- 
pone a rights issue longer than 
the smaller players simply 
because its size affords it more 
flexibility In seeking alterna- 
tive sources of funding. On top 
of that, it has continued to 
deliver profits In line with 
expectations. On pre-tax profit 
forecasts for the current year 
of £25m to £26m, the prospec- 
tive p/e of 12 may be a bit low 
but reflects the risks within 
the sector. 


JIB expands 12% to £24.4m 


By Ralph Atkina, 

Insurance Correspondent 

JIB Group, the Insurance 
broker in which Jardine 
Matheson has a majority stake, 
yesterday reported a 12 per 
cent rise in 1994 pre-tax profits 
from £21 .Sm to 224.4m, but its 
results were spoilt by the weak 
performance of a London mar- 
ket broker acquired late in 
1993. 

Mcolls Pointing, which spe- 
cialises In placing US energy 
and gas risks, reduced JEB's 
profits by some £500,000, 
largely as a result of difficul- 
ties in finding underwriting 
capacity In London. 

Financing the acquisition 
absorbed about £17m of a £20m 
rights issue launched by JIB In 
September 1993. 

Mr Nick Cosh, finance direc- 


tor, admitted the group 
“regretted the price that we 
paid” for Nicolls Pointing. But 
the group would benefit from 
the high quality staff which 
has been merged with the rest 
of JIB. Mr Andrew Pitt, insur- 
ance analyst at Barclays de 
Zoete Wedd. said the acquisi- 
tion had been ''mistimed''. 

Also having a small negative 
impact on profits was Besso, 
which specialises in placing 
North American liability busi- 
ness. Besso has now been sold 
to its management 

Largely because of the dilu- 
tion effect of the rights issue, 
earnings per share rose by only 
1 per cent to ll.Sp. The divi- 
dend per share was unchanged 
at 7.5p. 

Group turnover increased by 
6 per cent to £226.2m, helped 
particularly by new business 


in the Asia Pacific region 
where revenues were up 22 per 
cent on 1993. 

Profits from the region also 
increased, despite the cost of 
relocating JIB’s Asia Pacific 
headquarters from Sydney to 
Hong Kong and start-up 
expenses of offices in Vie tn am 
and India. 

Underlying growth In him’ 
over, after adjusting for acqui- 
sitions and exchange rates, 
was 5 per cent. On the same 
basis, expenses increased by 
2 per cent Investment income 
fell from to £13.9m, against 
£16.9m. 

Mr Rodney Leach, JIB chair- 
man, said operating margins 
had been increased for the 
third year. "We anticipate fur- 
ther growth, particularly in the 
fast -growing economies of 
Asia," he added. 


BAe completes non-core disposal 


By Simon London, 

Property Correspondent 

British Aerospace, which has 
been concentrating its property 
activities on business parks, 
is selling a portfolio of retail 
and leisure properties for 
norm. 

The buyer is a private prop- 
erty Investment company 
headed by Mr David Aspin, for- 


mer managing director of Bur- 
wood House, a property joint 
venture in which BAe retains a 
50 per cent stake. 

In addition to its Burwood 
House stake, BAe’s property 
interests are now concentrated 
on the main business park 
assets of Arlington Securities, 
which It acquired in 1990. 

. BAe said that the sale had 
been achieved at a price dose 


to the book value of the assets 
at the last revaluation. 

It added that the deal com- 
pleted Its planned sale of non- 
core properties. 

The largest properties being 
sold are the 280,000 sq ft Hay- 
market shopping centre and 
the site of a fanner department 
store in Leicester, and the 
Boardwalk leisure complex at 
Port Solent, Portsmouth. 


Eurocamp 
shares fall 
on statement 

By Davk] Blackwell 

Shares in Eurocamp, the tour 
operator specialising In 
self-drive camping holidays, 
fell I4p to 249p yesterday after 
Mr Tom Neville, chairman, 
spoke of tough market condi- 
tions. 

Mr Neville told the annual 
meeting that. In contrast to 
1994, this year's campaign had 
been “characterised by a much 
more difficult market environ- 
ment, particularly since the 
new year." His statement 
spoke of a marked reduction in 
summer holiday bookings at 
travel agents, of two small new 
self-catering businesses finding 
life difficult, and of Dutch 
bookings failing back. 

However, the group's total 
bookings were showing a 
cumulative increase of Just 
under 10 per cent, and “we 
expect the business as a whole 
to progress and to achieve a 
satisfactory final result". 

The tone of the statement 
puzzled City analysts. One 
described it as a crass piece of 
PR, asking why It was so nega- 
tive. 

City forecasts for this year 
stand at just under £I0zn. The 
group reported pre-tax profits 
of £&65m (26.25m) for the year 
to October 31 1994. 


Sime 

Darby 


Sime Darby Group 
INTERIM ANNOUNCEMENT 


HIGHLIGHTS OF UNAUDITED CONSOLIDATED RESULTS FOR THE HALF-YEAR ENDED 

31 ST DECEMBER 1994 


1994 1993 

RM Million 



TURNOVER 

4,652.3 

3,913.0 

PROFIT BEFORE TAXATION 

482.7 

419.7 

EARNINGS 

250.9 

203.9 

EXTRAORDINARY ITEMS 

(33.6) 

19.1 

Per share - sen 

EARNINGS 

12.2 

10.6 

GROSS DIVIDEND 

3.5 

3.5 


Profit before taxation of RM482.7 million for the current six months 
was 15% higher than the previous corresponding period. Earnings 
increased by 23% while earnings per share improved to 12.2 sen. 


CONSORZIO IRICAV UNO 

General Contractor for T.A.V. Treno Alta Velocita S.p-A. 
for foe section Rome-Naples 

ABSTRACT OF CALL FOR BIDS NOTICE No. 11 

The Consorzio IRICAV UNO. with headquarters in Rome, Via 
Tovaglieri. 17 - 00155 ROME - Tel. -r 39 6/23.19.71 - Fax - 39 
6/23.08.316, announces for and on behalf of the consortium 
member and assignee Societa Consortile PEGASO. formed 
by the consortium members Ansaldo Trasporti S.p.A, Astaldi 
S.p.A., Consorzio Cooperative Costruzioni, the summery of 
the procedure for bids, according to Directive 93/38 EEC of 
14.06.1993, for foe assignment of foe works for the realisation 
of the "Galleria Massimo" (tunnel) and adjacent works. 

Place of work; Municipality of Zagarolo, Province of Rome. 
Method of adjudication offer of unitary prices according to 
Art 5 of Italian law 14/73. 

The offers should not exceed Lit 26,000.000.000 (twenty six 
billion) excluding VAT. 

Prevailing category A.N.C. (National Register of Constructors) 
15. unlimited amount. 

The interested companies should send foeir offers of 
participation to arrive by 1 p.m. on 4th April 1995, according to 
the regulations of the Complete Call for Bids Notice which 
was sent to the Publications Office of the European 
Community on 24th February 1995 and to foe official journal 
(Gazzetta Ufficiale) of the Republic of Italy on 27fo February 
1995. 

Explanatory notes, as welt as a copy of foe complete call for 
bids are available to interested companies from the 
headquarters of Consorzio IRICAV UNO - Ufficio Affidamenti 
e Contratti - from 06.03.1995. 

CONSORZIO IRICAV UNO 
THE CHAIRMAN 
Ing. Angelo FLORES 


CONSORZIO IRICAV UNO 

General Contractor for TAV. Treno Alta Wefocitd S.pA 
for the section Rome-Naples 

ABSTRACT OF CALL FOR BIDS NOTICE No. 10 

The Consorzio IRICAV UNO, with headquarters in Rome, Via 
Tovaglieri, 17 - 00155 ROME - Tel. +39 6/23.19.71 - Fax + 39 
6/23.08.316. announces for and on behalf of foe consortium 
member and assignee Socletd Consortile PEGASO, formed 
by foe consortium members Ansaldo Trasporti S.pA, Astaldi 
S-pA, Consorzio Cooperative Costruzioni, foe summary of 
the procedure for bids, according to Directive 93/38 EEC of 
14.06.1993, for foe assignment of the civil works In reinforced 
concrete and movement of materials relative to; viaducts, 
buildings, interferences, cuttings and embankments. 

Place of work; Municipalities of Gavignano and Anagni (Rome). 
Method of adjudication: offer of unitary prices according to 
Art 5 of Kalian law 14/73. 

The offers should not exceed Lit 18,000,000,000 (eighteen 
billion) excluding VAT. 

Prevailing category /LN.C. (National Register of Constructors) 
6, minimum capacity Lit 15 billion. 

The Interested companies should send their offers of 
participation to arrive by 1 p.m. on 4th April 1995, according to 
foe regulations of the Complete Call for Bids Notice which 
was sent to the Publications Office of the European 
Community on 24fo February 1995 and to the official journal 
(Gazzetta ufficiale) of the Republic of Italy on 27th February 
1995. 

Explanatory notes, as well as a copy of the complete call for 
bids are available to interested companies from the 
headquarters of Consorzio IRICAV UNO - Ufficio Affidamenti 
e Contratti - from 06.03.1995. 

CONSORZIO IRICAV UNO 
THE CHAIRMAN 
ing. Angelo FLORES 


CONSORZIO IRICAV UNO 

General Contractor for T.A.V. Treno Alta Velocita S.pA. 

for the section Rome-Naples 
ABSTRACT OF CALL FOR BIOS NOTICES No. 13-14-15 

The Consorzio IRICAV UNO, with headquarters in Rome. Via 
Tovaglieri. 17 - 00155 ROME - Tel. + 39 6/23.19.71 - Fax + 39 
6/23.08.316. announces for and on behalf of the consortium 
members and assignees CONDITAV SCRL and Societa ICLA SpA 
the summary of foe procedure for a round of bids, according to 
Directive 93/38 EEC of 14.06.1993, for the assignment of the civil 
railway works and relative subsidiary and interfering works; 
method of adjudication: offer of unitary prices according to Art 5 
of Italian (aw 14/73. 

CONTRACT No. 13: Consortium member and assignee 
CONDITAV S.C.R.L formed by foe consortium members and 
assignees Societa Italians per Condone d'Acqua S.pA and 
Italsirade S.pA. Assignment of foe civil railway works and 
subsidiary works between the kilometnc sections 73+607 and 
75+816 consisting of: movement of materials, structures (viaduct 
underpass, waits and drains! interferences, roadworks and 
hydraulic installations. 

Place of work: Municipalities of Ferentino. Morofo, Supino, 
Province of Frosinone. 

The offers should not exceed Lit. 20.629.000.000 (twenty billion 
six hundred and twenty nine million) excluding VAT. 

Prevailing category A.N.C. (National Register of Constructors) 6. 
unlimited amount 

CONTRACT No. 14: Consortium member and assignee ICLA S.pA 
Assignment of foe civil railway works and subsidiary works 
between the kilometnc sections 145+660 and 147+144 
consisting of: -movement of materials, a viaduct an artificial 
funnel, minor structures, interferences, roadworks, hydraulic 
installations and a service building 

Place of work: Municipality of Mignano Montelungo. Province of 
Caserta. 

The offers should not exceed Lit 20,510,000.000 (twenty billion 
five hundred and ten million) excluding VAT. 

Prevailing category A.N.C. (National Register of Constructors) 6. 
unlimited amount. 

CONTRACT No. 15: Consortium member and assignee ICLA S-p. A.. 
Assignment of the civil railway works and subsidiary works 
between the kilometric sections 721+372 and 123+174 
consisting of: movement of materials, five railway bridges, minor 
structures, interferences, hydraulic installations and a service 
building. 

Place of work: Municipality of Aquino. Province of Frosinone. 
The offers should not exceed Lit. 71.4 30.000.000 (eleven billion 
lour hundred and ihirty million) excluding VAT 
Prevailing category A.N.C. (National Register of Constructors) 6. 
minimum capacity Lit J5 billion. 

The interested companies should send their offers of 
participation to arrive by 1 p.m on 4th April 1995. according to the 
°* !^ e C°mp |e,e Call for Bids Notice which were sent 
cLL he pu ?5H ,IOf l* °.!! ice ,? f the European Community on 24th 
1??iL and journal (Gazzetta UHiciaie) of the 

Republic of Italy on 27th February 1995. 

! hat Consortium will adjudicate, in one sitting, 
me uontracls relevant tothe calls lor bids 13 - U-i5. each obiect of 
a specific announcement 

The adjudication wilt be made in the above mentioned numerical 

f™ 1 eac [J Company will be assigned only one contract 
wunin tne round. 

3 c °Py of foe complete calls for bids 
Con^fr> b BirAv nwn d companies from the headquarters of 
0603*1995 JR,CAV UNO ‘ urhc,a Affidamenti e Contratti - from 

CONSORZIO IRICAV UNO 
the chairman 

fog. Angelo FLORES 


4 * 
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Beef market stabilises as EU exports shrink 

By Frances WBUams in Ganmm irnfl/l'p bin hoaf anvi W ay tnnnflc ntJiinh fkon u n iMMuhul L.. ..... nnnn nr u n ).v* 


By Frances WBUams in Geneva 

®? nkin e exports by the 
European Union have expan- 
ded opportunities for other 

oof exporters, and helped sta- 

J»Um «UPUk and piices la 

Qw world market according to 
® r re P? l ^P^Iished today by the 
World Trade Organisation. 

The EU's beef and veal 
exports last year dropped 
pelow Lm tonnes for the first 
tune since 1991, leaving it in 
second place to Australia as 


the world’s top beef exporter. 
The report, the latest in ah 
annual senes an international 
meat markets, predicts a fur- 
ther 17 per cent tell in EU beer 
exports in 1995, compensated 
by increased sales elsewhere. 

Reforms to the EC's Com- 
mon Agricultural Policy also 
led to a sharp fall in beef 
stocks, which reached a his- 
toric low of an estimated 
120,000 tonnes by the end of 
1994. This compares with the 
record 1992 level of l.im 


tonnes, which then represented 
almost a quarter of annual 
world beef trade. 

In a special annex to the 
report, the WTO says lower 
trade barriers and reduced 
export subsidies resulting from 
the Uruguay Round global 
trade accords will expand 
export opportunities and 
strengthen prices. 

Just three markets - the EU. 
US and South Korea - are 
scheduled to increase beef 
imports by nearly lm tonnes 


by the year 2000. World exports 
last year totalled 4.5m tonnes 
or some 9 per cent of global 
production. 

The global market for meat 
last year was characterised by 
large supplies of red and white 
meat and rising demand, espe- 
cially in South Korea and other 
countries of east Asia, accord- 
ing to the report 

The WTO expects world 
meat output to expand further 
in 1995. with a parallel increase 
in demand In imp with eco- 


nomic recovery. Conditions 
seem to be set for a ‘relatively 
good year" in the international 
meat markets, the report says, 
though large US supplies could 
put downward pressure on 
domestic beef prices. 

The International Markets Jar 
Meat 19S4I9S. (8Fr2S): and Spe- 
cial Annex: Summary of the 
Results of the Uruguay Round 
in the Meat Sector, (SFrlSX 
Available from WTO, Centre 
William Rappard, 154 rue de 
Lausanne. CH-121I Geneva 2L 


‘Encouraging’ start for new 
Sydney wool futures contract 


UK producers pedal uphill on the pig cycle 

The sector is back in profit after 20 months of losses, but maybe not for long 

A losses^pig 0 produrars FARMER'S VIEWPOINT ple enterprises out of sidised EU exports to third welfare lobby, Mr John Gun 

are back inmfit ^ VlfcWPOmT arable profits. Whether that countries - a device that has mer, the then minister of agr 


A fter about 20 months of 
losses pig producers 
are back in profit. It 
hittbeen the longest and most 
difficult dip in the notorious 
pig cycle that I can remember 
- and I have been in the pig 
business since I was a teen- 
ager, well over 40 years. 

Inevitably many specialist 
pig producers have been forced 
out of business. That is how 
the pig cycle traditionally cor- 
rects itself. Unlike some sec- 
tors of agriculture pig farmers 
receive little European Union 
aid to help them survive such 
a period nor is their production 
controlled by quotas. 

Market forces rule and now 
that Britain is part of a single 
market overproduction in fel- 
low member states spills over 
into this country even more 
easily than before. That is one 
of the reasons why poor 
returns continued for so long. 

The European pig herd has 
now been cut back, however, 
albeit modestly. Recent esti- 
mates suggest that on Decem- 
ber 1 1994 (the latest assess- 
ment available) the number of 
pigs across the EU was down 3 
per cent compared with the 
same date the previous year. In 
Britain there was a reduction 
of 3.9 per cent and in Germany, 
the biggest consumer of pig- 
meat, a drop of 7.7 per cent In 
France, perhaps significantly 
because during Die crisis 
French pig farmers received 
what was later judged as Ole- 
gal aid from their government. 
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By David fUehardson 


pig numbers were marginally 
higher. 

Producers throughout 
Europe have endured s imilar 
losses to those in the UK. His- 
torically loss-making periods 
have seldom lasted more than 
6 months. So, why did it take 
so long this time for pig num- 
bers to drop and for prices to 
recover? 

One reason is that there are 
fewer pig farmers than there 
were - Die result erf previous 
dips in the cycle. Those that 
remain have bigger herds and 
are more committed. They can- 
not afford to get in and out erf 
production as prices change. 
With the assistance of their 
bankere and their teed suppli- 
ers, who often agree to 
deferred payment terms, they 
hang on in as long as possible. 

Another reason is that many 
pig farmers are also arable 
farmers and the last couple of 
years have been good for crops. 
Many such producers, our- 
selves included, have subsi- 


dised pig enterprises out of 
arable profits. Whether that 
was wise or foolish only time 
will telL But there have been 
times during the Last 20 
months when I have ques- 
tioned the wisdom of pouring 
more money into the enter- 
prise knowing full well the 
result would be a return of 
about 80p for every £1 spent. 

What is needed now. by the 
pig producers who have sur- 
vived. is a sustained period of 
reasonable profits during 
which we can recoup losses. 
However, the odds on that hap- 
pening are not good. Forecasts 
by the Meat and Livestock 
Commission and others sug- 
gest only about a 10 per cent 
improvement in the average 
price for the year can be expec- 
ted. But will even that happen? 
And if it does will it last? 

P ig termers can be their 
own worst enemies. 
When prices move into 
profit some will expand pro- 
duction significantly. This can 
be done very quickly. Keep a 
female pig ter just a couple of 
months beyond slaughter 
weight, put her to the boar, 
and four months later you 
have a litter of perhaps 12 pigs. 
Five months after that those 12 
are ready to go to market as 
meat. So the whole scene can 
change in le ss than a year. 

But on July 1 the General 
agreement on Tariffs and trade 
settlement comes into force. It 
will reduce the volume of sub- 


sidised EU exports to third 

countries - a device that has 

been used to help clear surplus 
stocks in the part. Should sur- 
pluses in excess of the Gatt 
reduced export allowances, 
build up again, they could only 
be exported at world prices, 
which are not much more than 
half the UK Level 

Another bearish factor 
includes the fact that pig meat 
cannot claim top spot on the 
UK butcher's slab. Beef enjoys 
that position and although the 
beef market is in balance at 
present there are signs that it 
may be over-supplied before 
too long. Pig meat is always 
sold at a discount to beef, so if 
its price tells, pork can nor- 
mally be expect it to precede it 
downwards. 

Faced with this uncertain 
future progressive UK pig 
farmers, supported by the 
National Farmers’ Union and 
grant aided by Ministry of 
Agriculture, are investigating 
launching a national quality 
assurance scheme to differenti- 
ate their production and secure 
quality market outlets. This 
QA scheme will need to 
include agreed standards of 
housing, feeding and of course, 

animal welfare 

And therein lies yet another 
problem for some pig termers 
- although not, I am pleased to 
say, ourselves. An estimated 38 
per cent erf British producers 
keep their breeding females in 
stalls or tethers. A few years 
ago. in response to the animal 


welfare lobby, Mr John Gam- 
mer. the then minister of agri- 
culture, announced that such 
systems of pig keeping would 
be banned in the UK from Jan- 
uary 1 1999. 

It was a unilateral measure 
at the time. Other EU member 
stats later agreed to take simi- 
lar action in 2005. Meanwhile 
many already bruised UK 
termers are faced with the con- 
siderable outlay involved in 
converting to open strewed 
yards or similar and with tend- 
ing the extra running costs of 
such systems, which I can con- 
firm from personal experience. 

A survey conducted recently 
by the NFU and Pig Far ming 
magazine revealed that this 
prospect had persuaded 15 per 
cent of those farmers now 
keeping pigs to get out of the 
business before 1999 rather 
than spend the money. A fur- 
ther 28 per cent said the; were 
still undecided 

The NFU and others are 
demanding that the chancellor 
of the exchequer grants tax 
concession or conversion pre- 
miums to hpip such pig term- 
ers finanrp new buildings. If 
this is not done, the union 
says, UK production will fall 12 , 
per cent, with an implied cost 
to the balance of payments of 
£232m a year. Furthermore 
there is no way, under EU 
rules, to prevent lower-cost 
pigmeat from other EU coun- 
tries, produced under condi- 
tions which will be nipgal here, 
from flooding our markets. 


By MkMTait In Sydney 

Trading began yesterday in a 
new deliverable wool futures 
contract on the Sydney Future 
Exchange, the only such con- 
tract worldwide. 

According to wrehang p offi- 
cials. business was fairly gen- 
tle at the outset, although they 
noted that there was some 
activity in contracts with 
August 1998 delivery and 
described the long-term nature 
of this interest as “encourag- 
ing - . 

The introduction of the new 
contract is further evidence 
that some stability has 
returned to the wool market 
Less than two years ago, the 
market was floundering in the 
face of some of the lowest 
prices seen this century, and 
the presence of the giant 
824,000 tonnes stockpile that 
had built up in Australia - the 
source of about 30 per cent of 
world wool production - as the 
result of an earlier price guar- 
antee system. 

The tumround came in 1994, 
when European buyers 
returned to the market and 
Chinese purchasing intensi- 
fied. The 21-micron wool price 
rase by about 50 per cent dur- 
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ing the year overall and this 
allowed Wool International, a 
newly-formed organisation 
charged with disposing of Aus- 
tralia’s stockpile, to begin a 
regular fixed schedule of sales 
aimed at reducing the wool 
“mountain” 

For the Sydney futures mar- 
ket, the introduction of the 
new contract marks a step 
back In time. The exchange 
was formed as the Sydney 
Greasy Wool Futures 
Exchange in I960, and in 1973 
traded almost 200,000 wool 
futures contracts, equivalent to 
about 3m bales. 

However, activity in the 
wool contracts declined in 
1980s, and after the reserve 
price scheme was introduced, 
the exchange decided to halt 
trading in deliverable con- 
tracts. A cash settlement con- 
tract for wool continued - and 
continues - to trade on the 
SEE, but interest has been very 
limited -*»h/I volumes small 

The re-establishment of a 
deliverable contract was rec- 
ommended by the influential 
Gamaut report, published in 
mid-1993, which looked at ways 
to pull Australia’s wool indus- 
try out of Its crisis. The report 
noted that the most success- 


telly traded futures contracts 
were those which allowed 
physical delivery, but stressed 
that the re-introduction of a 
deliverable wool futures con- 
tract would be dependent on 
the “means of providing confi- 
dence in the ability to deliver”. 

The new contract is for the 
greasy equivalent of 2,500 
clean-weight kilograms of 
merino fleece wool with a fibre 
diameter of 21 microns. The 
contract months are February, 
April, June, August, October 
and December up to IS months 
ahead. The last day of trading 
will be the third Thursday of 
file contract month. 

In general, stockpile wool 
will not be eligible for delivery 
because of the contract specifi- 
cations. The SFE acknowl- 
edged that this problem could 
be overcome if stockpile wool 
was repacked, retested and 
reappraised but said that the 
cost of this was likely to he 
prohibitive. Nevertheless, Wool 
International has lent support 
to the new contracts with its 
chief executive. Mr Bob Rich- 
ardson, saying that it would be 
“a vital tool for risk manage- 
ment in the wool industry” and 
should receive Industry sup- 
port. 


Gold price reaches 4-month high 


The London GOLD price 
yesterday climbed to the high- 
est level since November 17 
last year as investment fund 
buying was spurred by fresh 
US dollar weakness against the 
yen. It closed at $385^0 a troy 
ounce, $4 up from Friday’s 
level 

“Some people may be 
starting to look at gold as a 
safe-haven a gain and not just 
as a cheap mriai due to its 
relative value in currencies 
other the dollar,” one 
dealer suggested. 

Having seen strong resis- 
tance at $385 broken at last 
traders were beginning to map 
out higher ground. “If we «m 
take out all the resistance 


BASE METALS 

LONDON METAL EXCHANGE 

(Prices from Amalgamated Mata) Tracing) 

■ ALlflteMUlft. 967 PURITY (8 per tonus) 

Cash 3 nttha 

Ckm 1&19-20 1880-61 

Previous 1809-10 1845-6 


Ckm 1819-20 1880-61 

Previous 1809-10 1845-6 

Htfi/bw 1 81 VI 812-5 1885/1847 

AM Official 18125-135 1863-635 

Mart dose - 16635-645 

Open W. 219,837 

Total defy turnover 117,862 

■ AUJMMUM ALLOY (t par tonrv^ 

dose 1810-20 1836-40 

Previous 1815-25 1830-40 

HigMow 17950790 18350823 

AM Official 17B0-91 1B10-20 

Kart) dose 1830-40 

Open frit 2.848 

Total daily hmaver 685 

■ LEAPS per tonne) 

Close 568-87 583-64 

Previous 573-81 583-96 

HlgWtow 567/564 500/581 

AM Official 564-845 SM-81 

Kerb ckm , 584-S 

Oporr lm. 37533 

TaW efrriy turnover 8512 

■ NICKEL IS per tonne) 


Precious Metals continued 

■ QOLP COftlBC (100 Tiqy ati 8/froy or-) 

Srt Day's Opaa 

pfca dnagv MgO So* lot Vai. 

Uv 385.0 +32 385.7 3850 3 

Apr 3861 +39 3864 384.1 61931 25248 

4al 389.1 *50 3815 387.1 28,064 5964 

lm 382.4 +25 3954 3804 1581? 155 

Oct 3954 +24 3874 394.0 4J70 27 

Dec 3865 +24 4015 3884 12413 118 

Tatd 162458 31463 

■ PtATlHUM MYMEXtSO Troy cba $ftioy cel) 

Apr 421,3 +14 4255 4260 14401 1470 

Jri 4224 +14 4274 4214 7,341 273 

Oct 425.0 +14 4250 4254 1781 SI 

Jaa 4284 +22 4324 4284 085 

Total ana Z5D4 

■ PALLADIUM NYMEX (100 Troy or; S/troy ozj 


ter 

1S&50 

ties 1B150 153-50 

43 

8 

Jra 

1 BIJ-D0 

♦135 161-50 159S0 

5305 

232 

*P 

1SIJS 

+135 161 . 75 ISaSO 

*96 

- 

See 

Triri 

18155 

+1-K 

105 

8ta 

MO 


Ctoso 7810-20 7750-60 

Prevfrxo 7875-86 7810-20 

Ugh/lcw 7840/7630 7 800/7 720 

AM Official 7810-20 7770-75 

Karb dose 7720-40 

Open IrtL 57.797 

Total dally turnover 18.641 

■ TW (5 per tonne) 

Class 5485-90 6660-61 

Previous 5460-70 5510-30 

tflqtt/kM, 5580/5530 

AM Official 5460-70 5645-50 

Kart) dose 6S50SS 

Open fra. 19528 

Total daily turnover 6.706 

1 ZINC, apodal high arada (S par inma) 

rtnafl 1017-18 104 

Prevfcxs 1024-25 105 

MUVtow 1016 1064 

AM OMdri 1014-16 1043J 

Karb dose 104 

Open to. 90,639 


■ SILVER COMEX (100 Troy an Centartwy caj 

Hr 4898 *128 4705 48816 3 71 IDS 

Air 4715 +12.7 ■ 

Hay <735 +127 4815 4634 06542 12,780 

Jet ' 4784 +127 4854 4684 14534 1JXB 

Sap 4844 +127 4874 4754 11550 221 

OK 4914 +127 4904 4814 161S7 57 

Total 132484 14,193 


GRAINS AND OIL SEEDS 

■ W1CAT LCE (E per tonne) 

San Bay's Opes 

pries cha nge Ugfr Lew kit 

ter 11055 +040 110.75 11055 164 

■ay 111-80 *055 11225 11180 1408* 

Jri moo +045 11200 11340 383 

Sep 10056 +020 10040 10055 2ES 


■ WHEAT CBT (5400bu rein; oanta/6Qtt> jxnhafl 

liar 343/5 -1/2 345/4 339/4 880 704 

may 342/6 +1/2 3438) 339 12 27414 9485 

JDf 329/S *1M 330/2 32S« 26.5S8 3427 

Bap 335/4 +1* 335/4 3314) 2235 1S2 

Dec 346/2 +U6 346/4 3424 2468 340 

■a* 349/4 +1/Q 349/4 3490 46 

TBM 

■ MAIZE CBT 15,000 bu rein; amts/Wt) btahri) 

I tor 241/D +2/2 241/2 238/D 5£3S 1.7B0 

Hay 2(7/4 +2/2 247* 245/6111,655 14510 

Jed 253/4 +2/0 254/0 251/6 96,132 8.1(7 

Sag 257 AS +2/4 257/8 25643 18507 094 

Dee 281/2 +2/0 2fi)M 259/4 77529 5503 

mar 267* +20 2660 286* 8,117 281 

Total 326/BI 28,154 

■ BARLEY LCE (£ par tome) 


SOFTS 


Opaa 


. 

Sett 

Dare 



Oram 



tot 

VU 


prtee i 

cfcacce 

w*» 

Lor 

tot 

w 


164 

26 

ter 

1006 

+5 

1012 

1004 

4388 

13 

A*r 

1368* 

86 

tey 

1008 

+4 

1011 

1006 

21.829 

1,603 

Jm 

383 

45 

■U 

1012 

+3 

1017 

1011 

12334 

811 

Aag 

265 

5 

Sw 

1016 

- 

1020 

1018 

12384 

522 

Oct 

2377 

34 

Dee 

1022 

+1 

1026 

1022 

14.164 

121 

Bee 

483 

23 

ter 

1037 

+5 

1042 

1037 

18.854 

1336 

Feb 

SS35 

225 

Total 





flsan 

$982 

Total 


■ COCOA CSCE (lOtomee; S/iomas) 


MEAT AND LIVESTOCK 


prise cta*e Htf> Urn tot M 

Apr 71575 -1-000 72550 71500 40J24 S/127 

JMl 65400 -0025 66.450 65125 15901 2,145 

Aug 02.775 -0600 63475 62500 7553 612 

Oct 84575 -0.400 64325 64475 4,135 570 

Bee B5JS50 -0225 88.175 65500 1,822 230 

ta 85650 -0-250 67.125 88.430 I486 258 

TOM TSfiOO SJB71 

■ LUTE HOPS CME (40,000138; oenla/fce) 


1357 

+1 

1358 

1356 

77 

e 

te 

40000 

-0-300 40425 36-350 

11,815 

3J11 

1386 

+4 

1389 

1373 38JB22 7*1 

Jm 

4&850 

-0075 47200 46-750 

10.132 

3,700 

1402 

+4 

1407 

1304 

11,9(7 

1S55 


45 200 

4U25 45.550 41075 

2225 

479 

1421 

+8 

1424 

1(12 

6S72 

144 

Oct 

41.050 

-0.075 42250 41.850 

2257 

Ml 

1440 

+8 

1448 

1432 

5S90 

273 

Bee 

42500 +0200 42S75 42.150 

883 

233 

1488 

+8 

- 

- 

6.074 

118 

M 

4ZS0 +0.150 42.700 42A50 

205 

17 
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■ COCOA OCCOJ (SOR'sAonnal 


■ COFFEE LCE R/tama) 


■ PORK BELLES CME (4Q,OOOta: cento/lba) 


484.0 

+12.7 

487 LI 

475LD 11250 

221 

ter 

106.00 

+1-25 

- 

- 

n 

- 

491J 

+12.7 

49MJ 

481.0 16,167 

57 

tar 

10825 

+OSO 

106.50 

10025 

180 

6 




132/064 14,193 

sar 

98.75 

+050 

- 

- 

102 

• 






tev 

101 JM) 

+050 

101 DO 

100.75 

429 

24 






Jm 

10300 

+050 

10305 

10300 

S3 

5 






Her 

104.75 

+050 

- 


SB 
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911 

35 


ter 

3313 

-27 

3385 

3320 

544 

78 

ta 

3271 

-26 

3348 

3270 15.188 2.705 

Jri 

3207 

-28 

3280 

3205 

8.157 

1,861 

ta 

31 81 

-12 

3245 

3180 

7473 

818 

Bov 

3100 

-24 

3220 

3160 

1X70 

322 

Jan 

Trial 

3143 

*20 

3195 

3143 

m 2D 

rt734 5*84 


ter 

45J75 +0675 45400 44B75 

585 

173 

ta 

45S2S +0.425 48^0 45250 

4J20 

1220 

Jri 

45225 +0200 45000 45125 

1.797 

as 

ta 

43200 +0200 43.700 42-800 

442 

B4 

M 

51.050 +0250 51350 51.700 

BS 

10 

DM 

SOLDO - 51200 50000 

0 

7,738 

5 

2,771 


LONDON TRADED OPTIONS 

Strtce prion S tonne — CaBe Puta — 


1017-18 

1034-25 

1016 

1014-16 

90,659 

37231 

A par tonne) 

1044-4$ 

1050-51 

105471042 

1043a-44L) 

1049-50 

2919-20 

2913-14 

2900-902 

2896-97 

2939/S920 

2919/2903 

2919-21 

2910-12 

234.806 

95.823 

2918-17 


Close zaiu«»j 

Patous 2900-902 2896-97 

UrfJtow 2838/3820 2919/2903 

Me**** 2919-21 

Kert> close 49iu-ir 

Open to. 234.805 

Toted daily turnover 05523 
■ LME AM Official OS rate 1-8830 

LME Ocarina OS rate 1 . 

Spoti.5980 3irtte1JBO BiriteUBBt 9mths1rtTS 
ffi HtOH OBAPECOPPH1 (COMSQ . 

Cfan eM W tffi M M 

139.70 +180 140-20 138 X 0 OPTS 682 
Z 32 +1.70 137-50 13U0 1JH8 * 

Hat 13*80 *1.10 IS* 45 134-20 23,465 5,475 

ST mm +0.65 13320 13240 BOO 25 

y 13090 +0-30 131-70 13600 WAS 1,339 

„ mis +020 - • JS 


PRECIOUS METALS 

■ LONDON BULLION MARKET 

iPrtow auppBed bv N M RothachW 

GoUftray ozj * price E "9* f SFr epuiw 
SS 385^385.70 

2*1.941 448,425 

SA — 

MS 


ENERGY 

■ CRUMS OB- NYVEX (43,000 US gala. S/barreQ 

feted Oafa Open 

price cte«i Ngfa lam tat W 

Apr 1BJJ1 +0.10 1802 1794 59.159 4*932 

■ay 17-88 +007 1799 17m 80.197 30,100 

Jua 17m +005 1786 17» 48A97 15372 

M 1787 +014 1787 1783 26J3W 5,478 

AUB 17.78 - 1782 17.80 12837 1.711 

Sep 17.75 - 17.7B 17.75 23,874 709 

Trial 35685210*381 

■ CRUDE OIL IPE g/benap 

UtMt Dare Open 

price cl nope Wffi lew let M 

Apr 1090 +004 1055 1045 55867 22886 

My 16.49 +005 10» 1045 H34S 16862 

Job 1049 +007 1053 1045 15890 3830 

JW 1042 *007 10(3 1041 1X507 18» 

Abq 1039 +0.10 1039 1038 7,568 914 

Sap 1036 +004 1037 1031 3876 70 

-JOtri 158.151 448M 

■ HEATB4G OB. WWKX (42800 US QaM: cAB gaMl 

Uteri Here Open 

price ctnaoe Mgb Lon tat 1 M 

Apr 458S - 4030 *580 33899 15874 

4580 +009 4580 4555 2S808 0881 
Jtn 4040 +087 40(0 4015 13899 1832 

Jri 4085 +022 4085 4075 11,150 1.176 

Am 4785 +037 4786 47.45 0311 646 

Sap 4065 +047 4885 4030 4.141 259 

TotJ W0514 28897 

■ QAS OB- re (Memo 

Sett Oej*s 0P«* 

prise etenge M 0 lor H M 

Aar 14480 - 14580 148.75 (2.154 4873 

mm 14480 - 14000 14480 18.01 1.157 

Jgg 14525 +050 14550 144.75 10.130 434 

Jri 14050 - 14075 14050 B.431 255 

Dm 1402b - 14825 14025 2804 2 

Sap 15000 -025 15080 15080 286* HO 

IBP 31277 6,702 

■ NATURAL GAS WMBt (10800 nBtu-l StenBto.) 

La«t Oafs 

price stage W w “ w 

As- 1.454 -0009 1.455 1.431 2B.B72 $34 9 

Mar 1810 -0804 1513 1.495 198® 3825 

Jm 7850 -01006 1855 1840 13863 1814 

jp| 1JOO - 1805 1895 13.748 758 

lm 1827 • 1827 1820 124S7 47* 


■ SOYABEANS Crt CLOOObu fflfci: canla/6091 frgrinO 

lire 587/4 +545 5684) 562/4 3,388 3.772 

tef 578/0 +VB 578/4 57T/B 61858 1S831 

JU 588/0 +S/2 588/4 583/2 45878 4887 

tag 582/4 +«0 992/8 5884) 5.716 98 

Sap SOW +5M 594/4 58010 3X6 458 

Hot 602/2 +5/2 602/4 597A 25.338 2888 

Trial 138821 27,754 

■ SOYABEAN OB. CBT (OO.OQObs: ceros/lfl 


■ COffTOE •c CSCE g7j00fce; ceHtefltn? 

Itar 18180 -4.85 185.75 18085 384 39 

mat 14215 -uo 18750 18085 18.762 7.772 

Jri 183.15 -5.40 18880 181-80 8,428 1431 

Sep 183JS -540 188.75 183.15 4.773 201 

Dee 183.15 -525 10680 18280 4819 172 

mat 181.00 -580 - - 535 96 

Toed 37486 9J1t 

■ COffEE 9CO ) (US cena/ptxrxl) 

Hn to Price Pier, day 

Crop, fefly 17182 1098B 

IStkiaraega 164X3 16105 

■ No7 PRBNRJM RAW SUGAR LCE (centa/Kri 


ter 

28L91 

+029 

28-82 

2a« 7.444 

1J61 

— 

1491 

+034 


801 

ta 

27.49 

♦0.34 

27 S3 

2895 44.777 

8.157 

ta 


Jri 

2708 

+033 

27.09 

26S5 34/116 

2300 

Jri 

13.73 



- 2380 

ta 

2623 

+0J1 

2tB3 

26.40 6J01 

*57 

art 

IZS8 

" 


“ 

ta 

2685 

♦028 

2168 

2635 5JB3 

682 

Jae 


“ 



as 

Triri 

2648 

+033 

.mm 

28J05 0938 129 

1081105 13J88 

Triri 

1335 
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a SOYABEAN MEAL CBT (100 tons; Sfton) 


■ WHITE SUGAR LCE (Stonnel 


Mar 

1573 

+15 

1573 

1565 1S14 

450 

ta 

381 J 

+4S 

38Z0 

3775 12360 

700 

ta 

1805 

+ 1.4 

180.7 

ISAS 37.452 

3632 

ta 

3664 

+3.7 

367 J) 

3645 

6S94 

558 

Aft 

1649 

♦13 

1653 

164.1 37,721 

1526 

Oct 

335.4 

+60 

3360 

3345 

3929 

422 


1667 

+10 

167J 

1665 6071 

283 

Doc 

3269 

+63 

327J 

3259 

211 

177 


1667 


169-3 

1665 6372 

760 
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3209 

-at 

322-5 

3209 

648 

33 

Oct 

Triri 

1705 

+13 

1768 

1703 6505 

reuse 

103 

7,182 

ta 

Tetri 


-0.1 

321 L) 

3208 

221 2 
22984 1992 


(99.794) LME 

Jlfti 

Sep 

Jui 

Sep 

1800— - 

147 

189 

80 

113 

1900 

98 

141 
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182 

2000 

62 

104 

182 

221 

■ COPPBT 





(Grade A) LME 

Jun 

Sep 

Jri> 

Sep 

3700 . .. ._ 

- 

157 

- 

83 

2800 

146 

104 

33 

107 

2900 

85 

as 

70 

184 

■ COFFEE LCE 
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Jri 

May 

Jri 

3000 

303 

338 

32 

131 

3050- . - 

285 

90S 

44 

151 

3100 

229 

280 

58 
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■ COCOA LCE 
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Jri 

May 

JL 

UBS 

24 

47 

41 

BO 

1050 _ 

15 

37 

57 

75 

1075.. 

10 

20 

77 
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■ BRENT CRUDE IPE 
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Jri 

Apr 

Jri 

1050 

S 

55 

3 

85 

1700 

4 

38 

48 

07 

1760. 

3 

22 

88 
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« POTATOES LCE (C/tome) 
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2965 

■49 

3009 

Z9«9 

500 

57 

ta 

ta 

3460 

-15 

3«69 

3409 

ae 
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Jaa 

2560 

- 

- 


- 
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ta 

105.0 

- 

- 
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69 

ta 

■ FREIGHT (BTFFEX) LCE (SlOrtndax poke) 


Jri 

Total 


2250 

+15 

- 

• 

381 

- 

■ O 

2257 

+12 

2285 

2257 

1.178 

15 

2200 

+5 

wn 

2200 
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60 

.te| 

1956 

+6 

1967 

1955 

890 

36 

jri 

1938 

+2 

I960 
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S2 
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1860 
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2196 

-6 

Pm 
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1 mcritfl 

2 norths 

3 menthfi 

Star HX 
Spot 

3 months 
6 months 
1 year 

GoldCtta 
Kiusenaid 
Meple Leaf 
New Sovereign 


«0 6 nw 

447 12 m 

4.64 

prtroy a& 
2S&20 

296.10 
301 30 
31140 


6 monffis — 4-94 

12 months — ——..Ml 


US cts equhr. 
46Z-2S 
468.00 
47480 
49aao 
£ equiv. 
245-348 


Ate 1827 ■ 1-677 18 

stp 1845 -0X01 1850 1640 11,788 

Triri 

■ UNLEADED GASOLINE 
HttBt|4ZOOO US gals, cflfi gate) 

Uteri Bar’s 
prise dove Mb* l» 

Are 5350 +103 5355 51.1 

tee 53.70 +A85 53.75 St, 

Jpn 54.05 +XL66 MiJ5 5L 

JW 54-30 +0f0 54 JO 50J 

Am 53.70 +420 53.70 511 

5W 52.62 +407 5462 52J 

Trial 


15B.142 19,785 


IW M w 

51.75 23,978 20.722 
StB4 20X30 
5330 9206 8X172 
5380 4007 3474 
5LG5 1M9 
5382 3176 67 

e&fiSS 44,686 


Three was an in^xovwJ demand this Mri 
reports the Tea Broker’s Association. Beal 
Sqgprinq and colouy medum Africans were 
weS supported at gamiriiy dearer rates, tho 
remainder ware iray kre^iar but Bttsa changed 
on balance. The few Ceytor* on offer were 
abotft steady. Quotations; bast aveiP N e I60p/ 
leg, nom good 128p/kg. good medun USp/kg, 
madwni BSpAg, taw medum 82p/k». The hgh- 
b» price reaSsed this week was I64p/hg. tar a 
buund pd. 


■ SUGAR *11’ CSCE (1 12JWfcg certta/tas) 

Hey 14JS +0.17 K59 14.46 KJ328IZJBS 
M 13.18 +0.10 1119 1307 38071 3819 

00 1228 -002 1208 12^8 34,700 4,008 

Her 12JB +001 1317 1208 13437 807 

May 1135 -408 1300 llrt 3^50 297 

Jri 11-74 -an 11.65 11.74 3186 157 

Trial 14332823668 

■ COTTON WVC£ (SOJOOfae; c*c*sAx$ 

May 10451 -409 11410 10445 24570 4592 

Jri 104BS +047 10550 103.75 17,163 3«14 

00 85.45 +095 B5J0 BL85 7,150 1,136 

Dee 7448 +458 7850 7800 24JS7 2.4 ZB 

mat 7410 +050 7405 7845 *353 251 

MM 7496 +438 7835 7440 889 41 

Triri 793*311,433 

■ OftANOE JUICE NYC£ (I5,000faa, certa/he) 

ter 9735 -035 9735 9700 172 81 

MW 101-20 -470 101 JO 10450 1<£J2 721 

Jri 105-00 -475 10400 104.90 53*0 173 

S« 10450 -130 10475 10450 435* 78 

Be* 10830 -130 - ■ 1573 4 

JH 11400 -145 111.00 11030 1,232 1 

Trilt 27360 1358 


VOLUME DATA 

Open Interest and Volume dote shown ter 
c u ntw c te traded hi COktfX. NYMEX. C8T, 
NYCE. CME CSCE and IPE Crude Oil ere one 
day In arrears. 


INDICES 

■ RB/7B1S (Baft 1 8/4/31=100? 

Mar 13 Mar 10 month ago year ago 
23433 2333.5 2257.7 1324.5 

■ CRB Putrew (Boat: 1967-1001 

Mar 10 Mre 9 month ago year ago 
234.09 234-22 233.41 22734 


LONDON SPOT MARKETS 

■ CRUDE OB. FOB (per brerri/Apri *or- 

Dubel S1427-433z -0005 

Brent Blend (dated) $1432-634 -0.150 

Brent Blend (Apr) $1452-454z -0050 

W.TJ. (1pm eel) $1007-009 +0030 

■ OB- PRODUCTS NWE pronto deOvary Cff (tonral 


AwnUn Gastrine 
Gate 08 
Heavy Fuel OB 
Nspwna 
Jri (del 
asset 


$171-173 

$146-147 

$107-100 

$175-176 

$167-169 

SUB-ISO 


flreo(M» Arpn. tsl Lond si ftu V 3S9 8782 
■ OTHER , 

GPU (per troy oztf S38530 +430 

Saver (per troy oa)* 47230c +15.00 

PriUmon (per troy oz.) $421.76 +2-90 

Pa8a*«n (par troy ai) S1S30 +2.75 

Capper (US prod) 1433c +1.0 

Lead (US prod.) 4T.75C 

Tin (Kueta Lumpu) I33tei +001 

Tin (New York) 26050c 

Cattle few lZ133p +033- 

&kcp (Bve wrishOtf 125.42P +011- 

Pigs (frve vre^rt) 907Bp +1.84* 

L on. day sugar fra*) $357.0 +03 

Lai. day sugar (trie) $3823 

Tats & Me export (3413 +3-0 

Barley (Eng. feed) E105.0q +1.0 

Mates (US No3 Yetkmft Cl 41 .0 

Where {US Dark North) £1653 

FUtber {Apr ft 1202 5p +135 

Rubber (Matff I2025p +125 

Rriteer (KL RSS Nol) 4563m +1-0 

Coconut 08 (Ptfl§ $6£23y +23 

Palm OB (Mriay.)§ $8923z +7.5 

Copra Ph3§ $4140y 

SoyabcenE (US) £l663y 

Cotton Outtook'A' Index 11230c +060 

Woohops (84a SiBrert 522p 

£ per tonne whwMa eraao. p pance/kp. c cente/b. 
r i > mp i i >t m Mite yten cMaflcp. s /toril in z Apr. y Mto/ 
tfr. q Oo/Dbc f London Phy*aL § OF Rottertem. i 
Btd ion martwt due. 4 Swap (Live weight pricoa). ' 
Danpe on mm O Mere am tor preripu dqi. 


between S388 and $392, there 
will be an almighty battle at 
5395,” one said. 

London Comm odit y 
Exchange robusta COFFEE 
futures retreated from a four- 
month high to close lower as 
early strength was undermined 
by profit-taking, a bearish tone 
in the New York market and 
lack of concrete news from a 
meeting of coffee producers in 
London. 

The May delivery contract, 
which had touched $3,348 a 
tonne in the morning, closed at 
$3,271 a tonne, down $26 on the 
day. 

Suggestions that the produc- 
ers might set a retention trig- 
ger of just above 160 cents a 


pound failed to impress the 
market. “It was much in line 
with expectations,” one trader 
said, but another thought it 
could be viewed as bearish. 
“The market is above that fig- 
ure at the moment and if they, 
in effect, set retention at 160 
cents per pound it would mean 
that there is more coffee expec- 
ted on to the market,” he 
explained. 

Last night the producers, 
grouped in the Association of 
Coffee Producing Countries, 
were flnaiisinp a communique 
on the outcome of their meet- 
ing, called to discuss price 
ranges for triggering retention 
of exports. 

Compiled from Reuters 



CROSSWORD 

No.8,710 Set by ADAMANT 

1 l P BHs I is i (7 i nr 


14 1ft 


ACROSS 

1 It's a blunder to send message 
about U-turn, fool' (4,3) 

5 The colour of the swine was 
intended, we hear (7) 

9 Fly from a shipwreck (5) 

10 Not found guilty of having 
acted without leave (9) 

11 First part of book has no time 
for the guard of honour (9) 

12 Not over a pound, according 
to the key (5) 

13 Demise of Parisian hat 
d e signin g (5) 

15 Whisk this country, for exam- 
ple. to the front, as a con- 
sumer (.3,6) 

18 Pie odds are massaged by 
adventurer (9) 

19 Gives us his portion of fish (5) 

21 Everything comes back to top 

class house (5) 

23 Go to sleep camouflaged in 
fiie brae (9) 


DOWN 

1 Floppy disc (not square) on 
leather turnover (7) 

2 Disturbances have pal all at 
sea in America (9) 

3 Stick to the historic orient (5) 

4 Second pensioner works at 
Dallas, perhaps (L5) 

8 Material resentment (5) 

6 Innocent, till another suspect 
comes round (9) 

7 Made a meal of an East Afri- 
can number (5) 

8 Deputy Lieutenant tried to 
swap the little one (7) 

14 Those in control yesterday in 
France had preeminent year 
(9) 

16 People who are stirred by 
Australian canaries? (9) 

17 Will fry out before midday 
before ten possibly (9) 

38 Took the plunge, caught the 
fish, shared it out (7) 


25 A -chick overbalanced in the 20 In a perfect scenario, friend 


German lounger (9) 

26 You and I'D follow final 
Olympiad live (5) 


will die horribly first (7) 

22 Native coal taken out and left 
(5) 


27 Held up for a day, looked 23 Wed to get a lot of animals 


round dty <7) around (5) 

29 In the new style, we launched 24 Around midnig ht, journey to 
“With a Spoonful of Sugar” top of hill (5) 

m 

Solution to Saturday’s prize ptrizle on Saturday March 25. 
Solution to yesterday’s prize puzzle on Monday March 27. 
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INTERNATIONAL CAPITAL MARKETS 


Italian prices slide on political worries 


SL G . l ?* a ^_ Bow,e y in 

**■ B^wwten in New Yoric 

Italian government bonds fell 
sharply yesterday over contin- 
ued political worries and for- 
mer weakness of the lira. 

Sif 11 * °f division among 
ualys opposition parties threw 
doubt on any future govern- 
ment's ability to tackle the 
country’s fiscal problems and 
unsettled the bond market. 

Attention is now on the 
mini-budget, which is expected 
to receive its final vote of 
approval from parliament 
today. However, analysts said 
most of the news on the budget 
is already discounted and pen- 
sion reform, also crucial if the 
government is to reduce the 
fiscal deficit, remains a longer- 
term concern. 

“There is room for some pos- 
itive news on the mini-budget 
and on pension reform but the 
reality is that Italy faces some 
serious political problems 
which jeopardises the govern- 
ment's ability to make serious 
inroads into the budget defi- 
cit," said Mr John Hail at SBC. 

Canada to tap 
loans market 
for US$5bn 

By Graham Bowley 

Canada is to borrow USS5bn on 
the international loans market 
in a deal arranged by Citibank. 

Citibank is said to have been 
mandated to bring the loan 
facility and the terms are 
expected to be announced over 
the next few days. 

Citibank arranged Canada's 
current S4bn three-year credit 
facility in late 1993. which car- 
ried a standby fee of 5 basis 
points and an all-in borrowing 
cost of 10 basis points over the 
London interbank offered rate. 

The 1993 loan refinanced a 
S3bn revolving credit facility 
set up in 1975 and refinanced | 
usually every two years. 

The loan will include priori- , 
sions for dual currency draw- | 
ings. observers said. 


The Italian June futures con- 
tract on Liffe fell by 1.02 to 
settle at 92£4. The yield spread 
over German government 
bonds widened out to 623 basis 
points from 602 points at the 
beginning of trading. 

■ Spanish bonds were also 
dragged lower by political wor- 
ries. with the June contract on 
the Spanish futures exchange 
down 0-25 to 81.25. 

■ Other European bond mar- 
kets were subdued, with deal- 
ers waiting for key US data 
due later this week. 

Fewer than 55,700 German 
bund contracts and 22,700 UK 
gilts contracts were traded on 
Liffe. 

■ German government bonds 
moved down slightly but ended 
above their lows for the day. 
The Germany yield curve con- 
tinued to steepen, with the 
short-dated end outperforming 
as investors continued to seek 
the safety offered by such 
maturities, according to Ms 
Ros Lifton of Dalwa in London. 


“After interest rate hikes in 
some European countries last 
week, some investors are bet- 
ting on the Bundesbank cut- 
ting German interest rates at 
Thursday’s meeting" which is 
also causing steepening of the 
yield curve, she said. 

The euro-D-Mark contract on 
Liffe has rallied in recent days, 
shedding about 20 basis points 

GOVERNMENT 

BONDS 

in yield terms, as investors 
anticipate a German rate cut 
However, Ms Lifton said that 
the Bundesbank is unlikely to 
cut interest rates. 

■ UK gilts ended broadly 
unchanged with economic 
data, showing a lower than 
expected rise in producer 
prices, having little effect 

Domestic institutions con- 
tinue to support the market 
when it falls to lower levels, 
although it lacks momentum 
at higher levels, said Mr Simon 
Briscoe, of SG Warburg. 


■ French government bonds 
fell back in subdued trading 
with the yield spread over 
bunds broadly stable at around 

84 basis points. 

Ms Nathalie Fillet at Paribas 
in Paris, said that, unless the 
French franc weakens mark- 
edly. the spread is likely to 
remain at these levels until the 
forthcoming general election. 

■ US Treasury prices were 
mixed yesterday morning as 
investors awaited economic 
news due later in the week and 
speculated about the future 
course of monetary policy. 

At midday the benchmark 
30-year Treasury was 
unchanged at 101$ to yield 
7.456 per cent At the short end 
of the market, the two-year 
note was up £ at 100&, yield- 
ing 6.752 per cent 

Later this week, important 
data will be released on pro- 
ducer prices, consumer prices, 
industrial production and 
capacity utilisation. 

The market has rallied 
recently as traders have bet 
that the economy was slowing 


without the need for another 
interest rate increase, but ana- 
lysts expect it to be jittery for 
the rest of this week as inves- 
tors wait for more signals 
about inflationary pressures. 

Some are worried that the 
Federal Reserve might raise 
rates to shore up the currency, 
but press reports yesterday 
said a majority of Fed gover- 
nors were hesitant about more 
monetary tightening. 

The yield curve, which maps 
the yield spread between two- 
year and 30-year Treasuries, 
steepened from 65 basis points 
late on Friday to 70 points. A 
steepening curve usually- Indi- 
cates that the market expects 
economic growth, but much of 
the recent steepening has been 
attributed to traders unwind- 
ing positions held since earlier 
this year. 

The market largely ignored 
the dollar's continued slide 
against the Japanese yen and 
the D-Mark. A declining dollar 
is usually det rimental to the 
bond market because it deters 
foreign investors from buying 
US securities. 


Gap revealed in emerging 
markets learning curve 


Valencia asks for bids on D-Mark deal 


By Martin Brice 

The Spanish region of Valencia 
is pl anning a D-Mark floating- 
rate note issue. It has asked 35 
banks to bid for the deal, and a 
decision is likely later this 
week, syndicate managers said. 

INTERNATIONAL. 

BONDS 

The Issue is likely to be 
around DM250m. and will prob- 
ably be swapped into Ecu. The 
bond is expected to give Valen- 
cia D-Marks at a double-figure 
margin over Libor. 

When it comes, the deal Is 
likely to provide the euromar- 
ket with some much-needed 
action. Arbitrage opportunities 
have been severely limited by 
swap spreads remaining very 

tight 
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Dollar swap spreads at the 
short end tightened slightly 
yesterday and syndicate man- 
agers said spreads now need to 
widen very considerably before 
arbitrage opportunities are suf- 
ficient for borrowers to return 
to the bond market 
Yesterday was very quiet, 
but late in the day Bank Ned- 
erlandse Gemeenten, the AAA 
rated Dutch municipal finance 
institution, brought a LISObn 


two-year deal carrying a 12 per 
cent coupon via SBC, which 
said the issue was aimed at 
retail Italian buyers, but there 
had been some institutional 
interest. The proceeds are 
believed to have been swapped. 
• Shinhan Bank, the South 
Korean bank, has signed a 
$lbn euro-commercial paper 
programme arranged by Leh- 
man Brothers. Notes under the 
programme will have a 


For executives at the major 
futures and options clearing 
houses in the US and London, 
the Barings crisis recalled les- 
sons learned in February 1990. 
when Drexel Burnham Lam- 
bert went under. 

in that instance, as with Bar- 
ings, customer positions and 
margin monies were quickly 
transferred our of the failed 
firm's accounts and into stron- 
ger hands. 

Customer capital and the 
integrity of the clearing houses 
were never in danger in either 
instance . 

The process of transfering 
“live" derivatives positions and 
their accompanying margin 
funds from insolvent to 
healthy firms has been so care- 
fully refined over the last few 
years that exchange customers 
in the US and the UK have 
come to assume that these pro- 
cedures are uniform around 
the globe. 

In fact, however, the proce- 
dures are particularly Anglo- 
centric, and have been learned 
from hard experience in coun- 
tries where organised futures 
markets have been operating 
for more than a century. 

In emerging markets, where 
futures trading is new but 
already booming, the Barings 
situation highlighted a gap in 
the learning curve, and pricked 
the one area of global finance 
where a lack of uniformity in 
business practices could have 
created substantial systemic 
risk. 

US and UK futures firms, 
confident in the efficiency of 
the US and London clearing 
houses, were surprised to find 
that their customer funds at 
the Tokyo. Singapore, and 
Osaka exchanges had been fro- 
zen by the Barings administra- 
tors. 

The situation briefly recalled 
the London tin crisis of 1985 
(The London Metals Exchange 
at that time did not have a 
clearing house) where cus- 
tomer positions were frozen for 
as long as six months, and the 
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maturity of less than a year. 

• DBCA. the London-based 
European credit rating agency, 
has reaffirmed the AAA rating 
of Norway, citing its Impres- 
sive economic performance, 
writes Karen Fossli in Oslo. 

The agency noted that Nor- 
way is the only country in 
Europe, apart from Luxem- 
bourg, which fully meets the 
European Union's Maastricht 
economic convergence criteria. 




FT- ACTUARJ ES FIXED INTEREST INDICES 

Price Indices Mon Day’s Fn Ascaw 

UK Qflta Mar 13 change % Mar 10 rtan 

X Up to 5 years (2*1 118.62 -<702 118.65 1.5 

2 5-15 yews (21) 13881 -0.01 138.89 1.8 

3 Over 15 yeare (9) 154.17 +0.05 154.10 1.C 

4 irredeemably (6) 17080 -0.31 177.3s 2.6 

5 All stocks (60) 135.68 -0.01 13586 1.6 


6 Up to 5 vearsiZ) . 18945 +01D 1B85S C.S2 

7 Over 5 years (11) 17X24 ,0.0s 173.17 C.ES 

8 AS stocks H 3) 174.00 +0.04 17332 0.57 
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subsequent htieanon lasted for 

years. . . 

With INC having stepped in 
to relieve the situation, futures 
firms, their regulators, and 
exc han ge clearing houses are 
now looking for ways to stan- 
dardise crisis procedures 
worldwide. 

Their first opportunity to dis- 
cuss the aftermath of Barings 
face-to-face will be this week in 
Florida, at the annual meeting 
of the Futures Industry Associ- 
atio n. 

DERIVATIVE 

INSTRUMENTS 

"Quite clearly laws, rules, 
and regulations [with regard to 
bankruptcies] need to be made 
har monious so that customer 
money is protected, “ says Mr 
Eric Bertelheim. a partner at 
the London law office of Rog- 
ers and Wells. 

Mr Bettelheim was employed 
to educate the Barings admin- 
istrators on the urgency of 
releasing Barings' customer 
positions at futures exchanges 
in Asia. 

“Customer assets should be 
segregated and procedures 
should be in place for the rapid 
appointment of a trustee 
whose sole interest is to pro- 
tect customers and who has 
the authority to move money 
and positions so that custom- 
ers do not become involved In 
what could become a pro- 
longed settlement process," 
said Mr Bettelheim. 

The clearing house execu- 
tives who supervised the fall- 
out from Barings agree that far 
more open co mmuni cations 
between exchanges and their 
regulators would help the next 
time around. 

“These are the ’90s.'' says Mr 
John Hyatt, head of the Chi- 
cago Board of Trade clearing 
house, "there is a high chance 
these days that if a firm goes 
down, it will hare been operat- 
ing in a number of regulatory 
jurisdictions." 


Although nearly everyone 
drawn into the Barings aids 
has their own laundry-hst of 
futures reforms, it appears that 
the global trend toward 
exchange linkages will be the 
best medicine for the next cri- 
sis. 

In the Baring’s situation, the 
Chicago Mercantile Exchange's 
10-vear-oid link with the Simex 
allowed Kathryn Meyer, chief 
of the CME's clearing house, 
immediate access to Singapore 
an d gave her a means of inter- 
mediating for CME member 
firms caught in the crisis. 

Similarly, a history of 
co-operation between the US 
Commodity Futures Trading 
Commission, the UK's SIB, and 
Japanese finance authorities 
sped up the communications 
process between regulators. 

In the UK, where links are 
being contemplated between 
the IPE and Simex for Brent 
crude oil futures and between. 
Liffe and the Tokyo Interna- 
tional Financial Futures 
Exchange for Euroyen futures, 
and where joint ventures with 
Chicago are perennially dis- 
cussed, co-operation between 
clearing houses can only do 
good, says Mr David Hardy, 
chief executive of the London 
Clearing House. 

Not only do such links lead 
to more uniform regulatory- 
standards and open up commu- 
nications he says, but in the 
places where they span time- 
zones, they relieve market 
pressure during times of crisis. 

“Despite the competitive con- 
siderations between exchanges, 
people are beginning to look at 
linkages in a more enlightened 
way," says Mr Hardy. 

“When they serve to 
lengthen the trading day (as 
with the IPE and Simex pro- 
posal], they reduce market 
pressure in unusual situa- 
tions," be says. “The resulting 
volatility would be less for 
clearing houses as well as 
members." 

Laurie Morse 
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FT FIXED INTEREST INDICES 
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BOND FUTURES AND OPTIONS 
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Solid maiden trading from new unified rand 


r£^°&re 

«*■ 

sr‘r»i; 

SS rcia L rand rate of 
Haffiffl on Friday. There had 
been fears that a huge rush of 
money out of the country 
would put the rand under pres- 

sure. 

Elsewhere, foreign 
ezcllaiJ S 5s were quieter than in 
recent days, without there 
being any shift to underlying 
trendy Central bankers contin- 
U6u their efforts to suRcest 
that last week’s movements 
bad been exaggerated, without 
much effect 

Rumours of concerted inter- 
est rate moves from the G3 
countries to stabilise markets 
were fuelled by the Bank of 
Japan's money market 
operations. Three-month CD's 


were issued at 2.15 per cent, 
lowest level since July 
1994. encouraging speculation 
of a cut in nfflcfa t rates. 

The D-Mark maintained its 
re cent strength, with the franc 
^hd the lira both particularly 
weak- The franc closed at 
tJrt-573. from FFr1558, while 
the lira finished at Ll.202 from 
14,185. 

The dollar had a fairly stable 
day in Europe, closing at 
DM1.4053. from DM1.4145, and 
Y90225, from Y91-24. 

After touching a new his- 
toric low during Asian trading 
of DM12155, sterling recovered 
m Europe to close in London at 
DM2.23G4. The trade-weighted 
index finished at 85.3. after 
opening at 84.7. 

■ South Africa’s financial offi- 

■ Peond In Nm Yor* 
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rials could not have expected 
yesterday's trading togo as 
smoothly as it did. Hie expec- 
ted outflow of currency did not 
materialise, and foreign 
exchange reserves are under- 
stood to have ended the day 
higher than they started. 

The Reserve Bank was active 
in the market as a guarantor of 
liquidity amid nervous trading 
conditions. The step Into the 
unknown, coupled with the 
potential for very sharp price 
moves, made traders nervous 
initially to put a toe in the 
water. 

According to traders, the Ini- 
tiative was taken by the 
ReserveBank which offered to 
buy dollars at R3.6S. Appar- 
ently at that level there was a 
willingness to sell dollars, both 
from South African exporters, 
and from foreign investors. 
Whether the latter were 
unwinding long positions, or 
preparing to buy South African 
assets was unclear. But South 
African bond and equities did 
finish the day a bit firmer. 
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Mr Tom Chenoweth, chief 
dealer at Standard Bank in 
London, said the bid offer 
spread was initially around 
one cent, but later narrowed to 
SO, and then 30, basis points. 

The Reserve Bank did not, as 
expected, have to offer support 
to the Rand. To the contrary, 
the nett effect of it providing 
liquidity was that it supported 
the dollar. Traders said the 


currency would probably have 
finished below R3.60 to the dol- 
lar had it not been for the 
activities of the central bank. 

Although happy with the 
maiden voyage of the rand, 
1995 style, officials and bankers 
were cautious about the rand’s 
longer term prospects. Some 
observers believe the currency 
is overvalued at current levels, 
while there is also a realisation 
that the rand is exposed to the 
vagaries of international capi- 
tal Sows in a way which was 
not previously the case. 

■ As far as the major curren- 
cies were concerned, yesterday 
was a further day of consolida- 
tion. Analysts drew attention 
to the weakness of the franc, 
despite the tact that the dollar 
was trading around DM1.40, up 
from its recent lows. 

Mr Jeremy Hawkins, chief 
economist at the Bank of 
America in London, said it 
appeared as if the European 
Monetary System had become 
an issue in itself. Previously 
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MONEY RATES 

March 13 On 


EMS tensions were a residual 
of dollar weakness. 

■ The recent weakness of ster- 
ling on a trade weighted basis 

- it opened within spitting dis- 
tance of its all-time low of 83.9 

- suggests its problems are 
more than simply D-Mark 
strength. 

Clearly politic uncertainty is 
a problem, but economists say 
there are also underlying eco- 
nomic concerns. There have 
been some indications of infla- 
tionary pressures, and the 
December trade figures were 
disappointing, quashing some 
market optimism about the 
state of the economy. 

The Bank of England cleared 
a £150m market shortage at 
established rates. 
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EURO CURRENCY INTEREST RATES 
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■ THREE MONTH EUROMARK FUTURES (UFFE)' DM 1m points ol 100% 
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CROSS RATES AND DERIVATIVES 


EXCHANOE CROSS RATES 
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■ THREE MOHTH EUHOPOUUtfl (I MM) Mm points ot 1MH 

Open Latest Ownge Wgfr Low E sL vOi Open Ini 
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88 DOVER STREET, LONDON WK 3RD 
TEL: 0171 629 USS FAX: 0171 495 9022 


Currencies, Futures, indices and the latest news updates; 
Futures Pager keeps you in touch with the markets 24 hrs a day. 

FOR YOUR H« 10 DAY TOALRiro>HONE 0500 800 456 TODAY 


TAX-FREE SPECULATION 
IN FUTURES 
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Hanwha Chemical Corporation 

( Incorporated In rhcRepuMic <4 Korea with limited lubllirrl 

Notice 

to the holders of the outs ta nd in g 

U.S. $56,000,000 

3)4 per cent. Convertible Bonds due 2006 

(the “Bonia'I 

of 

Hanwha Chemical Corporation 

l the "Coin pan?') 

NOTICE IS HEREBY GIVEN ro the holders of the Bonds .that the 
dividend in shares with the ratio of 0.04 share per share was approved by 
the general meeting of shareholders held on 27th February, 1995. The 
record date for the dividend was 3Isr December, 1994. 

Pursuant ro the provisions of the Trust Deed constituting rhe Bonds, the 
Conversion Price of the Bonds has been adjusted as a result ol' the 1 
dividend in shares from Won 12,990 to Won 12,696 effective from hr 
January. (995 ( die day after the record dace for the dividend >. 

!4ch March. 1995 Hanwha Chemical Corporation ' 
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SECURITIES AND FUTURES UNITED ! 
vferto Bcok, J2J ftBiwy Prmtxa, lendcm H2f 1P3 

“ Tel: (44) 171 417 9720 te(44) 1714179719 | 


ffl WANT TO KNOW A SECRET? S 

The LD.S. Gann Seminar will show you how the markets REALLY 
work. The amazing trading techniques of the legcndaiy W J). Gann can 
increase your profits and contain your losses. How? That's the secret 
Book your FREE place. Phone 0171 588 585S. 



>■ Real-time U.S. & international 
quotes on over 90,000 issues 
► As low as $9/day. Call today: 

44 +(0)171 600 6101 


A comprehensive, monthly 
briefing on key tax 
developments in Europe and 
throughout the world, 
providing timely, concise 
information and analysis. 

Through its own worldwide 
network of tax specialists and the 
international resources of the 
Financial Times, h is able to cover 
not only major industrialised 
countries but developing nations 
as well. 

FT WORLD TAX REPORT 
delivers early warning of expected 
tax changes, analysis of legislation 
and judicial decisions, as well as 
tax treaties that affect international 
business and investment. Essential 
reading for finance directors, chief 
financial officers, legal and 
accountancy tax advism. 

To receive a FREE 
sample copy contact: 

FT Worid Tax Report 
Financial Times Newsletters, 
PO Box 3651. 

London SE1 8PH 
Tel: +44 (Ol Si 673 6666 
Fax: +44 (0)81 673 1335 
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LONDON STOCK EXCHANGE 


MARKET REPORT 


Currency worries return to upset share prices 


By Terry Byland, 

UK Stock Market Editor 

Currency factors unsettled UK 
stocks again yesterday an^i shares 
closed lower as the Dow Jones 
Industrial Average failed to follow 
through after its record close on 
Friday. Trading volume was very 
low. however, and the FT-SE 100 
Share Index remained comfortably 
above the 3,000 mark. 

At first, the London equity mar- 
ket brushed off weakness in sterling 
and in government bonds, pyjg tn g- 
higher in early trading. Sentiment 
W3 s helped by official pries data 
for February, indicating a level of 
factory prices pressure acceptable 


to securities markets. 

Currency uncertainty, together 
with lack of buying support for 
share prices, wore the market down 
towards the close, however, and 
despite a late rally in the dollar, the 
equity market ended near the day's 
low. 

At the final reading, the FT-SE 
100 Share Index stood at 3,011.8. a 
net loss on the day of 9 J points. At 
the low of the session, the Footsie 
touched 3,009. London was subdued 
at the dose by a fall of more than 12 
points on the Dow Average in early 
trading in the new session in New 
York. 

The FT-SE Mid 250 Index, down 
4.8 at 3,315.6, reflected a lack of 


Interest in second line stocks which 
generally followed the trend of the 
blue chips. 

Although this week will bring a 
further round of important trading 
statements from British companies 
which are expected to boost confi- 
dence, yesterday's list brought little 
excitement. 

The takeover front was also qui- 
eter, as investors pondered the situ- 
ation among the regional electricity 
companies following Northern Elec- 
tricity's refusal to countenance the 
new - and reduced - offer from 
Trafalgar House. 

Trading volume, as measured 
through the Seaq electronic net- 
work, fell by nearly 30 per cent to 


470.2m shares, dealing a further 
blow to market confidence. 

City comment suggests that a fur- 
ther round of workforce cutbacks 
among London-based securities 
firms cannot be long postponed. 
Non-Footsie business made up 
around 63 per cent of yesterday’s 
total business. 

Retail, or customer-originated, 
business was worth £1.56bn in Fri- 
day's trading session, a fair average 
for recent sessions. While the retail 
total used to be up seen as a rule-of- 
thumb measure of overall market 
profitability, it is now regarded as 
less reliable, because profitable 
business in equities is being chan- 
nelled more narrowly towards a 


handful of large market firms. 
Strategists were disappointed that 
the problems of the US dollar have 
reemerged to unsettle stock mar- 
kets. 

In London, a favourable differen- 
tial between UK and New York mar- 
ket indices, together with a strong 
flow of dividend and profits news 
from leading British companies, has 
appeared to lay the foundation for a 
recovery in share prices. 

However, sterling continues to 
suffer on the cross-flow of weakness 
in the US currency and this has 
revived fears that further increases 
in domestic base rates may be 
closer at hand than the stock mar- 
ket would like. 
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Northern 

decision 

setback 

Northern Electricity was the 
heaviest loser among the mar- 
ket's top 350 stocks, the shares 
plummeting TO, or 8.7 per cent 
to 738p, as the market caught 
up with news that the board 
bad rejected the new. and 
lower, bid of 950p cash a share 
from Trafalgar House. 

Trafs’ increased offer 
depended on the agreement of 
the Northern board. Trafs 
tabled its lower bid on Friday 
after considering the change of 
circumstances affecting the 
electricity group. 

All the Rees fell sharply last 
week after the electricity 
industry regulator said he was 
seeking a further investigation 
into electricity pricing in the 
light of Northern Electricity's 
defence, which included 507p- 
worth of payouts to sharehold- 
ers. Trafalgar House shares 
eased to 57' : p. 

Costain seller 

A seller of a near 5 per cent 
stake in Costain, the construc- 
tion to mining group, emerged 
yesterday, leaving the stock by 
far the most heavily traded in 
the market 

The shares, in several blocks 
totalling 26m, or just over 5 per 
cent of the company's issued 
capital, were sold into the mar- 
ket at lOp and subsequently 
placed at 10’ <p. At the close 
turnover in Costain had risen 
to 60m, the highest on record. 

Costain shares have see- 


sawed this year, climbing to 
24p towards the end of Janu- 
ary, as rumours of imminent 
bid moves were confirmed by 
the company. Boris, building 
division of P & O was said to 
have been the likeliest buyer. 

The market quickly picked 
up the hint that the takeover 
talks had run into trouble and 
the shares began to slip away, 
dropping over 30 per cent last 
week ahead of news that no 
bid was likely. Yesterday the 
sharps fell to 10p, before dos- 
ing a net halfpenny lower at 
lip. 

The biggest shareholder m 
Costain is Robert Fleming, 
with 92.3m shares, or 17.8 per 
cent of the issued capital. 

Rand views 

Analysts came to no very 
hard and fast conclusion about 
the demise of the South Afri- 
can financial rand. Nomura 
Securities thought there could 
be a modest one-off devalua- 
tion of assets for companies 
like Lonrho and Wassail both 
of which have extensive fixed 
plant assets in South Africa. 

The house also expected the 
currency move to accelerate 
the plans of Dieter Bock, chief 
executive of Lonrho, for enhan- 
cing shareholder value. It saw 
the odds shortening on a par- 
tial flotation of Lonrho’s plati- 
num interests. Lonrho shares 
retreated 1Y» to 136p. 

The failure of Trafalgar 
House's lower bid for North- 
ern, plus renewed worries 
about Offer's move to re-exam- 
ine electricity pricing, caused 
ripples of unease across the 
rest of the Rees sector, where 
Manweb, 645p, lost 10 and 
South Wales 13 to 660p. 

There was keen support for 


CONSORZIO IRICAV UNO 

General Contractor forTAV. Treno Alta Veiocita S.pA 
for the section Rome-Naples 

ABSTRACT OF CALL FOR BIDS NOTICE No. 12 

The Consorzio IRICAV UNO. with headquarters in Rome. Via 
Tovaglieri. 17 - 00155 ROME - Tel. - 39 6/23.19 71 - Fax + 39 
6/23.08.316. announces for and on behalf of the consortium 
member and assignee Societa Consortile PEGASO, formed 
by the consortium members Ansaldo Trasportl S.p A., Astaldi 
S.p A.. Consorzio Cooperative Costruzioni. the summary of 
the procedure for bids, according to Directive 93/38 EEC of 
14.06.1993. for the assignment of the works for the realisation 
of the "Galleria Peliiccione" (tunnel) and adjacent works. 
Placed work: Municipality of Valmontone, Province of Rome. 
Method of adjudication: offer of unitary prices according to 
Art. 5 ol Italian law 14/73. 

The offers should not exceed Lit 34,000,000.000 (thirty tour 
biffionj excluding VAT. 

Prevailing category AN.C. (National Register ol Constructors) 
15, unlimited amount 

The interested companies should send their offers of 
participation to arrive by 1 p.m. on 4th April 1995, according to 
the regulations of the Complete Call for Bids Notice which 
was sent to the Publications Office of the European 
Community on 24th February 1995 and to the official journal 
(Gazzetta Utficiale) of the Republic of Italy on 27th February 
1995. 

Explanatory notes, as well as a copy of the complete call for 
bids are available to interested companies from the 
headquarters of Consorzio IRICAV UNO - Ufficio Affidamenti 
e Contratt - from 06.03.1995. 

CONSORZIO IRICAV UNO 
THE CHAIRMAN 
Ing. Angelo FLORES 



91% of Professional Investors In Europe regularly 
read the Financial Times and 75% consider the FT to 
be most important or useful in their work. * 

19% of all Senior European businessmen read the 
Financial Times: more than any other international 
publication.* 4 ' 

For editorial synopsis and information on 
advertising opportunities please contact: 

John RoDey or Simone Eg* 

in Geneva 

Tel: +41 22 731 1604 Fax: +41 22 731 9481 
or 

Ehtst Jenny In Schwanden 
Tel: +41 58 813 070 Fax: +41 58 813 076 
or 

Lindsay Sheppard to London 
Tel: +44 71 873 3225 Fax: +44 71 873 3428 

Profess! oriel Inv es tm en t CommunOy Worldwide Survey 1393/94 
' European Business Readership Survey 1993 
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Southern Electricity, however, 
with some specialists taking 
the view that Trafalgar may 
shift its sights to another 
target. Southern shares 
jumped 8 to 618p and were 
closely followed by Midlands 
Electricity which moved up 6 
to 627p. 

The heaviest trade in the 
utilities areas was In Power- 
Gen partly-paid stock which 
hardened a fraction to I86p on 
5.2m traded. The “old” shares 
were a shade off at 466p on 
3.7m. National Power partly- 
paids eased lVa to 172p and the 
“old" 3V- to 433p. 

Renewed hints that the 
banking, securities and finan- 
cial services sectors are brac- 
ing themselves for a big round 
of rationalisation, probably 
involving a number of bids and 
mergers, triggered another 
bout of speculation. 

The latest story was that 
Hambros was looking to buy 
Standard Chartered Securities 


from Standard Chartered, the 
UK bank. 

Dealers said Standard Char- 
tered shares were sharply bet- 
ter - at 7 higher at 277p they 
were the top performer in the 
FT-SE 100 list - as the market 
continued to re-rate the stock 
after last week's exceptionally 
good preliminary figures which 
included a 33 per cent increase 
in the dividend total. Hambros 
shares edged up 2 to 20lp. 

Shares in household prod- 
ucts group Reckitt & Colman 
fell 13 to Blip after NatWest 
Securities urged investors to 
reduce holdings in the stock. 

In a note ahead of Thurs- 
day's full year figures, analysts 
at NatWest said: "We expect 
over the second half, there will 
have been little change in the 
tough market conditions expe- 
rienced over the first half of 
1994." They expect normalised 
profits of £266m, at the bottom 
of the market range of £265m 
to £2 75m. 


FINANCIAL TIMES EQUITY INDICES 

Mar 13 Mar ID Mat 9 Mar a Mar 7 'fr ago -Kgh tow 

Ort&uny Share 2307.4 2311.9 2288.8 2291.6 22776 2S462 2713S 22303 

Ord. dtv. yield 4.58 4.57 4.60 4 60 4.62 3.64 4.66 3.43 

Earn. yld. S hH 7.39 7J7 7.21 7.20 725 4.96 7-39 3.82 

P'E ratio net 16.11 16.16 16.40 16.42 16 33 21.95 3643 16.11 

P/E ratio ral 15.77 15.B1 15.94 15.95 15.86 22.92 3000 15.77 

■F cr i93x.1i Ordinary Share lone* wm c cmpta non. rvgri in 3 6 2/DS/94. Vtw joj 2&V40 
FT OrtfcrarY Share mdo> base Oau 1/7/35 

Ordinary Share hourly changes 

Open BL00 1000 11J0 1600 1X00 1420 IMP 1620 High Low 
2322.0 2314.4 2321 2 2319.4 2317.2 2315.9 2315 1 2311 9 23052 2322.7 2304.4 


S£AO bargains 23.987 34.980 26.088 28.309 29.486 34.173 

Equty turnover |Em)T - 1563.1 14974 1649.3 2029.0 1248.0 

Equity bargains; - 33,293 36326 39.655 40.198 38.169 

Shares traded iml)t - 631.4 620 5 620.0 711.7 4679 

TEuarS-ng idn-marUri busnon and overseas tanK-Jer. 

■ London wrtrt tfarta 

FUaes and faBs' I 19B4/BS Highs and lows ! UFFE Equity options 

Total f few 624 | Total Highs 25 Total contracts 25355 

Total Fells 625 ! Total Lows 120 ; Calls 12908 

Seme 1.606 I Pub 12.447 

-Data based on Equity shams listed on the London Share Service. 
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This is the age of information. The trouble is 
there has never been so much of it about — which 
makes it harder than ever to find key company 
information that's relevant and to the point. 

FT McCarthy is your vital network - providing 
comprehensive information on the companies and 
industries that interest you. Every day, we harvest 
and store the information From the world's top 
business publications. You can access just what you 
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From hard copy, you will find it easy to reap the 
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Chemicals group ICI fell 25 
to 678p, on unconfinned talk 
that US broker Smith Barney 
had sharply downgraded profit 
expectations, Glaxo continued 
to bask in the glow of its 
recent success in the bid for 
rival Wellcome. The shares 
jumped l2Vj to 6S9p, as dealers 
suggested healthy buying in 
New York late on Friday of the 
company's American Deposi- 
tory Receipts c.ADRs) had 
encouraged buying in London 
yesterday. Volume stood at 
5Stm at the close. Medeva were 
wanted ahead of today's fig- 
ures. The shares gained 4 to 
181p. Dealers were encouraged 
by figures from Scotia Hold- 
ings which revealed reduced 
losses. The shares advanced 17 
to 350p. 

In food manufacturing 
stocks. United Biscnits, which 
reports full year figures on 
Thursday, fell 12 to 342p, with 
Smith New Court said to have 
advised investors to sell the 
shares. The range of forecasts 
is £I55m to £165m. after a £21m 
restructuring charge. 

In stores. L Loyds Chemist 
hardened 5 to 219p. as analysts 
came to the view that that pro- 
visions for the reorganisation 
of the group's drugs store divi- 
sion would be lower than 
feared. 

Boots was one of the day's 
best performing stocks as the 
market focused on a recent 
note from UBS. In a detailed 
review of cash flow in con- 
sumer stocks. Boots was high- 
lighted as the best stock in 
cash flow terms within the 
stores sector. The shares closed 
6 better at -iSl'-p. 

Loss-making magazine pub- 
lisher Harrington Kilbride 
tumbled 10 to 25p. following 
allegations in a Sunday news- 
paper. The group plans to issue 
a writ against die paper. 

A management reshuffle at 
Smiths Industries left the 
shares 4 higher at 443p. in 
nominal turnover. Alan Thom- 
son, formerly with the Rugby 
cement group, is taking over 


from the outgoing Chris Taylor 
as finance director. Rugby shed 
a penny to 107p. 

Siebe, which h2s a 40 per 
cent North American sales 
ratio, added 2 to 523p as a four- 
day US road show opened. Sub- 
marine maker YSEL closed ll 
higher ar lolSp. having been 15 
up at one stage. 

Leading bus group Stage- 
coach recovered 2 to 21 ; p as a 
number of directors took 
advantage of recent monopo- 
lies-inspired weakness in the 
shares to top up their holdings. 
Eurotunnel lost ground as last 
week's departure of the group 
commercial director combined 
with extensive weekend delays 
on the shuttle service to knock 
sentiment. The shares shed 3 
to 268o. 
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FINANCIAL TIMES TUESDAY MARCH 14 1995 


WORLD STOCK MARKETS 
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45 43*2 UnB 3X0 
S7 54% UPB4X0 
38% 35%UnBae 
53% 46% UfBC 
24% 20% iWonPtaf 
2i% 18% (iefein Tnas 
% « UWMFn 
IS a% UrtBj* 

3% 2% UK CSrp 
39% 35UUA8BU 
14% ilUHDunRy 
1B% 17% UMDomW 
49% 41% UMAm 
a% 29% uMuni 
5% 4 % LMtndtrt 
11 lD*zlM<oiknFnl 
4 fiUdPMCH 
^2 4jJuSA* 

15% I3%usna 
18% 15% us raw 

18% 15%USH0U 
38% 33%USUCp 
25 lausa** 
24% 18% UBSuip 
40% 35% USWM 
67% 82% UHTac 
14% 12%Uhmmr 

21% 1B%(Mnw 

32% 27% IWv Foods 
16% 15% IW* Kan 
13% 11% U*wOp 
22% 16% IMwiOp 
29% 25% Unocal 
45% 37% UUI Cnrp 
35% 30%lMn 


sa?i 


- u - 

1.16 42 11 I 

0 16 

4.10 £6 10 47% 47 47% 

101386 23*4 22% 22% 
130 4.4 15 1335 29% 29% 29% 

4.17 £5 22 49% 49% 4Q% 

121 844 92% 90*2 92% 
1.6*98.0 S 443 1% 1% 1% 

138 £9 IE IBS 20% 19% 19% 
1 306 5% 5% 5% 

ISO &5 74 84) 24% 24% 24*; 
0.40 1.4 23 2B1 ZB 27% 28 

OlO £8 13 12 12 11% 12 

160 22 10 3 75b 75*2 75*2 

275 22 IB 1024u128% 126*4 128% 
1X8 £1 30 1307 50 49% 49% 

£75 28 11 3804 27% 27% 27% 
15 37 13% 13 13 

3X0 7.9 Z4Q 44% 44% 44% 
4X0 79 710 u57 57 57 

244 £8 12 322 36% 

1.72 £4 10 2836 51% 504 
0X2 £9 8 57 24 

020 OS 27 1259 u2T% 

0 120 % 

277 292135 7478 9*2 

13 sea 3 - ~ 

1.04 2.B 18 407 37% 37 37% 

£78 £7 36 433 14 13% 13* 

£20 1-1 11 7 18 17% 17% 

0X3 £1 26 4547 43% 42% 43% 
282 £7 10 m 32% 32*8 32% 
£28 52 12 28 5% 5% 5% 
£82 7.7 50 10% 10 

20 1009 »i’« „ 

£12 20 0 41D4 8 5% 

£20 1.4 6 1071 14 13% ... 

32 77 15% 015% 15? 

5 23 17 16% 17 

1.32 16 6 154 36% 36% 36% 

£32 IX 71 46651125% 24f 
aOB £4273 1042 22% 21*. 

2.14 £4 12 4271 40% 393 

£00 30 15 1052 68% B5% 

£82 £6 13 SO 13% 13% 13% 

25 05 19% 19 19% 

280 32% 32% 32% 

38 18*2 18% 1B*2 

9 12 % 12 % 12 % 

84 19% 10*2 19*2 

28% 28% 28% 
42% 42* 




£96 34) 11 
108102 10 
£30 2X 16 
100 £1 S3 
QOO 2O 40 20BB 
£96 22 20 1430 


1.48 42 12 3842 35% 




42% 42% 
34% 35% 


If* 

Wp» UanSMi 
8% 6%<AWmc 
17% 15% IEXM 
30 30% USX US 
Iff** etfiXMR 
29% 26%UHcerp 


52%«7%»Cp 
10% 16% UtooE 


a> 

□oh Pm. 


014. n w 
our I, e in hi 
080 89 0 22 9 8* 9 

on 40isns9ui7% 17% 17% -% 

100 33 12 3474 J1% 830*4 30% ■% 
Offl 2.U 4 25* 07. a% 6% *% 
172 Si 13 89 25% 377] 38% *% 


6% vaNkc 
6% nwami hi » 
7%MnOTcUa> 
9% IMjnlMIl 
6 Voice nu 
34% Vfflffll 

.. . 33% vantf 
13% 11% Vemir 
00*2 56% WEXP5 00 
57% 48%m«vn 
24% ftMtoRea 
33% 27% Vina VK 
33% 27% VWatnrw 
8*4 C%lWunfoer 
20% 17% von Da 
36*4 33%Vnu» 

54% 48*s VUcnM 


136 27 
052 31 
012 15 

ami 7 

095 122 
£84 78 

026 0 7 

108 82 
500 83 


£96 3.1 


224 63 
1.48 £7 


121283 50% 
679 18% 
45 22 7% 
146 u6% 

44 8 % 

324 10% 
16 191 6% 
16 1450 u41% 
13 514 35% 
0 52 13% 
750 60% 

22 027 55% 

S 9 23 

23 1467 u34% 

29 5711 31% 
8 M 7% 
31 131 19% 
20 12 35% 

2D 255 84% 


<9% 50% 
16% 16% 
7% 7% 
6 6 
7% 7% 
10 % 10 % 
6*2 t% 
41% 41% 
34% 3S 
12% 13% 
60% 60% 
54% 54% 
22 % 22 % 
2% 3* 

■M\ 31 

Tjl T[2 
18% 19% 
35% 35% 
53% 64% 


3 

-% 

-% 

- z 5 « 

: i 

♦% 


3i% 16% wc me 
30% 27% m. Houm 
20% 16% wuenmc 
36% 32VftM3 
16% 10*3 Wactantf 
5 4 Wajnoca 

48% 43% ndon 
33% 27% WUSooeCS 
25 20%VUMn 
3 i% Warner ko 
01 % 73%H«LniB 
14% 13% WchEnarp) 

38*2 12% Wesha 
70% 177g K'ebittn 
Kli* 237<3 HMF 6 
38 29 % ttWXi 
1% ji Vnunui km 008 
10% 8%Mnru 
20 17UM»cDol| 

38 34%VMngansn 
9% 6% notion 9 
25% 24Wrt*£ 

17% 10*4 Weuem 


194 

IX 

OX 

078 
0 74 
020 
004 
r.60 
100 
222 
1.08 
4.40 
048 


20% 25% KMman 
161% 141WUBF 
17% 14% #ennn 
27% 24% Cd 
IC% T3 7 « HkiacstE 
41% 35% WAltas 
20% ib% WstfiAm 
lft% 13% VWKflfliil 
19% ie%WoanCas 
22% IB HMD Hng 
33% 29% Wan Re. 

16 12% «£tge 
E% 6% wunCaol 

17 14% VwnVttaii 
tB% i6%Woapac 
40% Wa*co 
42% 17% Water 
17% 13% Wuuatnr 
54% 49% WWrtpl 
24% 20% WMtetua 
19% lX%MMmo 
20% i7%Wwa*e» 
30% 27% HRcu me 

6% 5% WUroJtG 
3B% M% Wins 
6% 8*isnm 
10* S 7% WMmere 
56% 51 <( IMnnOr < 

10% 9*4 Wnndaga 
28% 25% VftscEn 
74% !3%«ftwO 
29*4 2*% MO COW 
29% 25% WMXT 
27% 23% HWrenW 
16% 14% waateni 
14% 13% World WVH 
9% 7% WMksrp 
29% 26% WPS Hs 
49% 43*2 wngky 
22% 19%WTyW Labor 
22% 10% Wynra til 


- w ' 

SO 125 19% 19% 19% 
87 13 53 28% 28% 28% 

9 4GB 19% 18% 19% 

£7 11 1514 u35% 35% 35% 
16 0 S3 iiT7% (£% 16% 
8 903 3% 03% 3% 

I 7 19 2328 46% 45% 48*2 

23 » 380 32% 31% 32% 
£8 21 87*9 74% 24% 24% 
21 83 73 1% 1% <% 

34 1* 3824 76% ?B 76% 
74 7 163 13% 13% 13% 
£9 13 61 38% 37% 17% 
SB 7 122 18% IB*; '8% 
18 17 IJ JSf% 240% 251% 
1.3 14 172 U1S% 36% 38% 
80 2 0 1 1 I 

17 S» 8% 9% 9% 

II 12 81 19% 18 18% 

69 21 793 15%)D4% 34% 

9 3 6 783 i.% d0% 6*5 

10 14 71 25*4 S% 25*» 

14 21 1342 16% >8% 16% 
03 14 431 !r% 27 27% 

2B 11 747 158% 157% 158 

1 5 17 3452 10 15% 157 t 

10 14 21 3 24% 24% 
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034 

1.60 

£10 

1X6 

£06 

£30 

1.56 

0.40 

141 

040 

1.12 
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am 
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£28 
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19 14 23 3 24% 24% 

a 4 10 76 14% 14% 14% 

2fi 11071141% 41% 41% 

21 I9b4 20% 20% 3% 
4 887 14% 14% 14% 

1.1 66 13B 18% 18% 18% 

11131 V) 21 20% 21 

£5 10 ICO 31% 31 31 

1.4208 3762 14% 14% 14% 

6.1 0 98 5% 05*4 5% 

15 57 15% 15% 15% 

28 5 82 18 17% i? 7 a 

29 IB 630 38*4 37% 3B 

3 1 13 3048 33% 38% 3S^ 
0.8 13 3833 13% 13 13% 

26 25 507 53% 52% 52% 

22 7 21% 21% 21% 

1.9 IB 476 18% 17% 16 

17 139 18*4 16*4 1B% 
5.5 14 49 28% 28% 28% 

IS 16 75 6% 6% 6% 

3X 20 4022 U30*4 30% 30% 
10 12 10 6 % 6 >| 6*8 
22 7 133 9% 9*4 9% 
18 18 T12 56% 55*8 56% 
42 11 733 9% 9*u 9% 

53 15 544 26% 36*4 26% 
ZB 13 38 14% 14% 14% 

39 14 838 28*2 28% 28% 
2Z 16 6931 27% 26% 27 

0.6 1b 108 27 26% 26% 

38 44 3255 16 15% 16 

£7 27 13% 13% 13% 


128 454 


454 9% 8% 9 

64 12 71 29% 28% 28% 

12 22 W 45% 44% 45% 

1.3 19 1027 22% 21 »z 22% 

24 10 64 21% 11% 21% 


3 


- X - Y- 


1)3} 96% XMn 
52*2 44% Xtrn Cap 
22% 20% irmtee Ear 

39 34% Yah W 
4% 3% Zap*] 

12% 7% ZrttB 
22% 2D%ZMhNat 

S 6% Zenu Inc 
12% Zara 
19*2 i6% arm md 
tf% ro%ZV«gFu«< 
6% 7% Zweig TaU x 


100 26 17 
0X4 1.3 13 
122 58 11 
£10 04 15 
£14 4.1 10 
23 

1X0 48 10 

am in 

£44 11 15 
0X8 £1 68 
1X4 99 
0X4 £7 


z - 

28100115% 112% 114% 
388 50% 49% 48% 
11 21% 21 21 
101 38% 38% 38*4 
522 3%* 3% 3% 
2174 8% 8 8 

35 20% iC0% 20% 

95 u6*2 B% S% 

157 14*4 14 14 

96 17% 17% 17% 
73 10% 10% 10% 

234 0% 8*2 8% 
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AMEX COMPOSITE PRICES 


4 pm dose Maitii 13 


Stock Oh. 
MfMapi 
ANnmc 
Alpha tad 
Ants Pa 1.05 
AmMBtZBA £68 
Amdahl £05 
AmBpf 
AmpaUVnA 
ASH kNS £40 
KSM sdr 
Mari 

AOmCMB 

AudonA 


PI 9a 

E 100a Wp UteCtamCtao 

83 53 19 18% 18% -*k 

S 16 )i $ S 
7 SUB 10 B% 

20 2 47% 47% 

14 S74 30 37% 37 

17 2S68 11% 10% II 1 

1 IB 8 1 

18 70 5< 

7 163 , 

21 11 2; 

81150 3! 

0 252 

2 18 6% 



B&HQcaanxOXO 1 
BadgeiMtr £73 12 
EttdMTA £04 19 

Barry RB 13 

BAT** QTt II 

Beard 9 

BMumn £40 19 
BMmlA 13 
Shunt A £57 16 
Boumar 10 
Bams 036 8 
BtascanA 1.04 16 


Cafeaia 2 39 . 

Csmbre* £20 « 243U295 %, 

Cao Mac £14 18 2 9% „ 

OanbraA £01 3 7© 4 3|? 3 i 

CMrabera 8 42 3& jK 

Oonahsi 11 185 36% 35% -- . 

aSh^ DM 2D 427 16% *5% Jf X 

CiartFdA 0X1 182 >6 4iJ 43 *% 

Qamnco £30 9 7 15% 15% 15% -% 


r i s b 

Stock Ota. E loot Mtfb laHCtonOug 

QnpTcft 41 267 5 4% 5 -% 

CompuUW 1 » J A toft l\t X 

ConcdFW 3 33 6% dB% 9% -% 

CnusATA 0X4 23 48 14% 14*2 14% +% 

Crown C A £40 3 rtOO 13% 13*2 13% *h 

Crown C 8 £<0 11 103 13% 13 13% , 

CdUC £53 27 161 19% 19% *9% ■% 
CuBtumetSx 9 46 2% d2% 2% -% 

Bftfe 10 8 H H H -i"« 

Ofltek 25 173 15 14% 14% +% 

Ducunriui 12 IB 5% 8 8 

(Xgtor 0.48 B 7 0 9 9 -% 


EasbiCo 
Echo Bay 
EcolEnA 
EdkuRc 

Etan 

Emms» 


£46 13 37 13% 13 13% 

£07139 3213 3$ »% 

£32 8 209 6% d8% 8% 
12 79 8 8 6 

241197 34%rfl3% 33% 
23 1301014% 13% 14% 
12 301 19% 19% 19% 


A 


4 


Ftotads 0X4 12 9 ^ X 

FtaaA 4.00 11 3 77% 77% 77% *% 

FsttSjBnc £20 9 10 u12 11% 12 , 

SteW) £56 19 5» “5? „? *]* 

Forest la 23 3868 47% 47% 47% -% 

FVBquoncy 3 20 4% 6* * ~% 


Gam 

GtartFOA 


£90 12 1641117% 17% 1 
a72 15 70 23% 


.. .. . 23% 

£70 6 118 17% 17 

BaklUd 2 10 UA l« 

Gnenaan 8 « Jh ^ 

GUYQln £34 3 184 a3% 3% 


■*% 

-% 


4% f.% 
3% 


*% 


n sb 

Stock Mr. E 100s Hlgb Um Ouse Chng 
Manor 15 536 

HStva £32 152917 . . , 

HMPiCh 21 40 3 2)) 3 

ttahcAm 0 475 % £*« % . 

Hew MS 14 64 11% 11% 12*0 +% 
HmuUiA 11 131 5% 5% 5% 


2 % "(1 3% -% 
31% 31% 31% -*j 


knronCp 0.16 16 7 11% 11% H% 

H. Cans 101875 10% 10% 10% -*4 

Huinaon 78 402 12% 11% 12% +% 

h»x £06 30 1967 23% 23 23% ♦% 


Jan Bel 
MnarfcCp 
KhfayEap 
hrWfil 


Ltoargp 
Law mo 
LtoFtann 
Lumet tin 
Lynch Cp 


Mnsarn 

Malta A 

Hera Do 

MfwLd 
MoogA 
MSB End 


2 577 3% 3A 3.*, 

29 12 3% 3 ft 3% t 

29 71 17% 17 17 -*4 

29 58 7% d7 7% 

11 141 U»,’« 1% »% +A 

e is 5 % 5 % s»4 

4 16 % % % *ii 

15 SB 12% 12% 12% -% 

21 9 37% 37% 37% 

2 3 27*21127% 27% -% 
£48 25 118 32 31% 32 +% 

£20 25 15 3% 3% 3% 

4 7% 7% 7% 
CTrlDO 9*4 9*4 9*4 -% 
20 5 1% 1% 1% *A 


NWPtnt 4 249 2 iK 2 

NY TmA £56 101569 21% 21% 21% *% 
NunocE 26 28 5*4 <£% 5% 


?! Sb 

Stock Mv. E 100a Hoh LowChuaCtag 
NVR 14 14 5% 5% 5% ♦% 

Pegasus G MO 61854 11% IT 11% 7% 
Perini 0X0 24 4 llAa 10% 10% -% 

FnpmyA a» 13 30 44% 44% 44% -% 

PMC 0X8 10 110 irfS 12% 12% -% 

PresUBoA aiO 1 220 % % % 


IB zlOb 33 33 33 

34 124 B% B% 8% 


SJWCorp 216 ID 3 

SBinUntan IB 35 18% 16*4 16% 

S8LJI9 1 258 1% 1% 1% 


33% 33% 


Tab Prods 
Tef&Qam 
Tharmedcs 

Ttwmoka 

ToffW 

TownCnny 

Trfloi 

TuhsUai 

lurraSiA 

TiamOT 


I a 


020 12 25 7 6% 

038 371681 4T%d40% 

47 320 15% 15% 

2S 1441134% 33% 34% 
OJO 16 59 u>% 10% lift* 

3 IOO i 0}l % 

2 279 Ulii 1% 1% 

4 875 i 

£07108 27 1 7% 

0071787 176 


'% * 7 *? 

18 17% 17% 


UKffoWfeA 5 12 2% 2% 2% 
UdEoobfi 020 15 2 2% 2% J% 

USCrfJ 153 93 32% 32% 32% 


WCanA 186 533 47 46^ «6% 

VbCmB 5783 40% 45% 45% 

Wfin 112 13 SO 12% 12% 12% 


-% 

* 

■% 

i? 

♦ill 

4 


XyPoift 


: 200 2% 1 % 2% *1% 
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ABSM3 
ACC Cop 
ActUm E 
AoneUds 
AouomCp 


ADC Tela 


AdXAOtl 
AcanaSys 
WsnceC 
Adu Logic 
AihPMin 

UiTdltt 

AOnma* 

Affyotu 


AUEigr 

AKTOAIM 

ADSU 

AOegfiMV 

UenOrg 

naan 

ASoCapa 

AUG « 

Aueoac 

Alls Bold 

ARcnCo 

Am Banker 

AmCTWy 

AmCryBu 

AfliManag 

Am Med B 

AmStfM 

AinFnwys 

ArnCriA 

AirtnlP 

AmttUn 

AmferCbm 

AraTiav 

Amloffln 

Amgen me 

Armed) Cp 


Anafyas 

nnangdAm 
Andrew Cp 
Andros An 
Apogee Efl 
APPaw 
AppidMdl 

sndcheM 
Artur Dr 
Arena 

Argonaut 

Armor 47 

Airauta 

AspaaTti 

AST Rod! 

AOJnsan 

AD SEAr 

Aimsh 

Ainwnto 

AuantMc 


n Sb 

Ota. E lBOi Htah 

020 11 2 11% 
£12 11 I4Q8 18% 
157125 17% 
6 68 15*2 
26 3S7U17% 
236237 35% 
421928 30% 
19 2312 E% 
CL10 10 TO 22 
£20357 5328 36*2 
10 303 13% 
500 2056 5% 
B 207 4% 

0 144 13% 
£27 13 498 33% 

24 35 29% 

£10 41 77u11% 
£18 18 5331123% 
1.76 M 131 56*2 
£80 1* 210 24 

13 357 1>ii 
£52 it Z100 30% 
3 163 6*4 
1X0 12 10lH>4% 
080 ID 183 12% 
0X2 0 32 2% 
006 54 591 1* 
86 4500 59% 
072 10 1872 X*a 
016139 480 10% 

25 3311/(9*2 
21 3987 19% 

5 275 6% 
£32 7 306 u4 
24 319 21% 
£56 1520601129% 

1 189 n% 
238 7 77(62*2 

24 0901 19% 
121001 20% 
034 14 313 23% 
29 mi 67% 
008 15 549 a 
15 75 19 

£52 16 22 20*2 
100 18 134 14% 
361617 <2% 

13 48 16% 

OS 29 161 17 

50 153 5% 
1824955 u5lU 
£48 HCfflSZ 30% 
£05 33 425 18% 
030 23 140 24% 
£24 13 32S 15% 
1 16 10 8 7 30& 
£64 18 99 21 

044 16 154 19 

21 3106 36*4 

14 2015 15% 

i in a 
£34 12 334 ID*, 
024 33 5329 39 

14 401 U3% 
£92 8 35 7% 


Lob trot 

11 % 11 % 
19% 1B% 
18% 1612 
14% 15*2 

16% 17% 
34% 35 

29% S% 
B% S% 
22 2 
35% 35% 
12% 13*8 
4*8 5 

4*2 4*2 
14% 14% 
31% 31% 
29% 3% 
11 % 11 % 
22% 23% 
56% 50% 
3 3% 
M% 11% 
33% 38% 
5% 5% 

14 14 

11% 12u 

2 r% 
i* iA 
53 58*2 
29% 29% 
(»% B% 
18% T9 
18% I9*e 
6 6 % 
3% 3% 
21 % 21 % 
»% 29% 
1 1 
51% 52% 
1S% 12% 
19% 20% 
22% 23% 
67% 67% 
7% 71J 
18% 18% 
ro*, 20% 

d14 14% 
41% 42 

16% 16% 
16% IGA 

4% 5 

50 50){ 
38 38% 
13% 18% 
23% 24% 
15% 16% 
30% 30; a 
19% 20% 
18% 19 

35% 36 

15% 15% 
07 8 

1B% >8% 
38% 38% 
3% 3% 
7% 7% 
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BEI B 

Baka J 

BUwnLB 

Sendee 

BnftSodJl 

BattkerSCp 

Baiknoth 

Bona Geo 

BagsetF 

BayNtwk 

BayVtow 

Kaytnrto 

BE Aon 

BaauUGos 

BnAJaiy 

BeKdeyW 

BHASip 

a me 

SgS 

BkuSuy W 

Bkgoi 

Btanet 

BkxkDig 

SMC Soft* 

BUBnnS 
BOO Brans 
BocdaSB 
Bound 

Boston Bk 
BosmTc 
BrndyWA 
Brenco 
Bruno S 

KBBricp 

BTShlpng 

BidMs 

BJUhsT 

Bur Bum 

Bustaasrt 

BuflerMtg 


- B - 

OJOBX X 5% 5*2 
ODE 7 3819 14 13% 

024 4 17 16 15% 

10 323 16% 18 

£56 112181 19% 18% 
048 9 225 15% 15 

092 10 3 24 24 

058 13 501 31% 30% 
£80 15 152 Z7%«E6*2 
388713(133% 32% 
OBO 11 834 22% 22 
200 10 370 82% 81 
8 332 6 5% 

(M2 IS 45 13 12% 

43 336 12 11% 

048 24 11 35% 34% 
£12 14 158 12%D12% 
28 880 u6% 6% 
£10 16 22 13% 13% 
0X8 11 562 15% 14% 
125 3027 40% 40 

24 3685 16*8 *5% 
108 14 37 34 33% 

24 3863067% 65*2 
136 9 2729 30% 30% 
£29 151483 20% 19% 
24 Z100 30% 30% 
5 9438 10% 9% 
076 fi 315 33% S 
28 3293 14% 13% 
0X0 17 B0u50% 50 

£24 14 148u12% 12 

025 151067 9% 9% 

0X8 9 64 29 d27 

£48 2 « u2% 2% 

14 813 10% ID 
14 300 11% 11% 
21 475 14% 14% 
15 1038 35 34 

£40 11 161 36% 35% 


♦% 

-% 

♦% 

-% 

-% 

■% 


5% 

13% 

18 
18% 

19% 

15 
24 
30% 

28% 

33% 

22*2 ■*■% 
01% -% 
6 +% 
12% ■% 
11% «■% 
34% 

12 % -% 
8% +% 
(3% -% 
14% 

40% *h 


33% 

60% 

30*2 

1953 

30*4 

9% 

33 


14*8 +% 
50% 

12 % +% 
9% 4% 
28 
2% 

10 % 

11 % 

14% ■% 
34% 

35% -1 


- c - 

C Tec 4 38 22% 22 22% 

CatniMea 17 21? 4*s 3% 3% 
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AMERICA 


EUROPE 


Dow on hold Rights issue fears undermine weak Milan bourse 
ahead of key 
economic data 


Wall Street 


US shares were mixed yester- 
day morning as the dollar 
renewed its decline and inves- 
tors waited for economic data 
due out later this week, writes 
lisa Bransten in New York. 

By l pm the Dow Jones 
Industrial Average was off 9.34 
at 4,026.27, while the more 
broadly traded Stan- 
dard&Poor's 300 gained 0.15 at 
489.72. The American Stock 
Exchange composite fell 0.28 at 
452*50. Meanwhile, the Nasdaq 
composite rose 1225 at 803.46. 
Trading volume on the NYSE 
was 256m shares. 

Investors were waiting for 
figures on producer and con- 
sumer prices, capacity utilisa- 
tion and industrial production. 
The market's recent rally has 
been attributed in part to trad- 
ers betting the Federal Reserve 
could negotiate a soft landing 
in which it would stave off 
inflationary pressures without 
causing a recession. 

Turmoil in Latin American 
finan cial markets hit home as 
banks- with large Latin busi- 
nesses took a beating. Trigger- 
ing the slide was a profits 
warning issued late on Friday 
by Bankers Trust, which said 
that it might lose as much as 
S125m in the first quarter due 
to losses in Latin America and 
a slowdown in its derivative 
business. 

Bankers Trust was off Stf i at 
S52V J.P. Morgan S2V« at S61 
and Citicorp S 3 ! at $41 ‘i. 

Meanwhile, American Depos- 
itary' Receipts of Mexican com- 
panies were mostly lower yes- 
terday in spite of Friday's 
economic package. Telefonos 
de Mexico was off $'/« at S27V 
Grttpo Televisa lost S*> at S14?> 


and Empresas ICA was down 
$?'• at $4‘/i. 

Equitable gained S^« at S23 1 /* 
after reports that the insur- 
ance and financial services 
group was in discussions to 
sell Us investment banking 
unit. Donaldson, L ufkin & Jen- 
rette. 

Ventitrex, which trades on 
the Nasdaq, lost *S1^ at SIShi 
after an analyst at Bear 
Steams downgraded his recom- 
mendation to "hold** from 
“attractive. '' 

Mr Rick Wise said he had cut 
the rating because a rival com- 
pany. Guidant. had received 
FDA approval last Thursday 
for a heart device s imilar to 
one Ventitrex is developing. 
Guidant was up %% at S18V4 
yesterday. 

General Motors rose $*> at 
$42'/« after the Labour depart- 
ment approved the transfer of 
$*L3bn worth of class E shares 
into the US hourly pension 
fund. The move is beneficial 
because it should put the com- 
pany on track finally to eradi- 
cate balance sheet troubles. 

Canada 

Toronto edged higher in slug- 
gish trading, backed by contin- 
ued strength in gold shares. 
The TSE 300 index rose 2.45 to 
4.169.99 with 19.5m shares 
traded, valued at CSISl.Sm. 
Rises outpaced declines by 254 
to 200. with 255 unchanged. 

Among gold stocks. Placer 
Dome rose CSV, to CS31 while 
Barrick Gold, recommended by- 
Brown Brothers Harrison, 
gained CSL to CS32\. Airline 
stocks continued to lift alter 
receiving new US landing slots 
on Friday. PWA Corp topped 
the TSE's most active list, up 
C50.025 to CSQ.445. 


After a morning affected by 
currency nerves. Wall Street's 
inability to sustain Friday's 
gains weighed on senior 
bourses: but the biggest swings 
in share price indices, in Italy 
and Germany, came in low vol- 
ume, writes Our Markets Staff. 

MILAN was hit by lira and 
bond weakness during a ses- 
sion in which few investors 
were willing to build new posi- 
tions ahead of today’s expected 
parliamentary vote on the bud- 
get. The Coznit index fell 6223 
to 598:86 while the real-time 
Mibtel index lost 173 or 1A per 
cent to 9,543. 

Gemina finished down LI 48 
or 14.1 per cent at L903, having 
twice been suspended for 
excessive losses, after the 
announcement late of Friday 
that the RnanmaT holding com- 
pany was seeking a capital 
increase of up to Ll,530bn. 
Mediobanca, which along with 
Paribas is to guarantee the 
operation, lost L371 to LI 1,943. 

Fcm diaria, the insurer which 
has said that it expected to 
have lost hundreds of billions 
of lire in 1994, dropped L698 or 
7.5 per cent to L8.639 on fears 
that it planned its own capital 
increase. Benetton added to 
Friday’s 4.8 per cent foil with 

ASIA PACIFIC 


one of L568 to L14.041 on con- 
tinuing worries about the com- 
pany's margins. 

Cir was under pressure. los- 
ing L59 to L1.479, on renewed 
concerns about the expected 
size of Olivetti's losses for 1994. 
Olivetti was off L39 at L1.822. 

FRANKFURT'S Dax index 
came off a high of 2,017.96 to 
end the session at 1,999.49, 
turnover falling from DM7.6bn 
to DMS^bn. The key index con- 
tinued downwards in the post 
bourse to end 34.71. or 1.7 per 
cent off at an Ibis-indicated 
1,974.14. its low for the day. 

Traders said that DTB sell- 
ing of futures and then the 
cash market had more effect 
than negligible movements in 
the dollar, and in bonds. Last 
week’s discr imina tion between 
cyclical and defensive stocks 
was not extended with Allianz 
and Deutsche Bank down 
DM59 to DM2397, and DM14.90 
to DM679.10. and BMW and 
Continental DM18.80, and 
DM9.50 lower at DM693 and 
DM195 respectively. 

However, a sector strategy- 
report from Salomon Brothers 
added its weight to the debate: 
the broker said that cyclicals 
might not be able to achieve 
the significant earnings recov- 
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ery the market expects if the 
D-Mark remains strong, and if 
the European capita} spending 
cycle turns out to be weaker 
than expected. 

PARIS suffered in sympathy 
with a weak franc and sank to 
its lowest level since Novem- 
ber 1992. The C AC-40 index 
ended 21.3 down at 1.721.8 on 
turnover of FFr3bn with senti- 
ment hit by the suspension of 
two leadin g stocks. 

Trading in Alcatel-Alsthom 
was halted pending a state- 
ment about the judicial suspen- 
sion of the company's chair- 
man. The shares reopened in 
the afternoon and ended 
FFr7.20 lower at FFr3S7.50. 
Spie Batignolles, the building 
and public works unit of 
Schneider, did not trade pend- 
ing news of its financial 
restructuring, but Schneider 


fell FFr15 to FFr355. 

Elsewhere. Canal Plus, the 
pay television group, lost a fur- 
ther FFr46 to FFr591 in 
response to las: Friday's slide 
in profits and warning over 
future earnings. The electrical 
equipment group. Legrand. 
rose FFr50 to FFr5.650 as a 
buyer picked up some of the 
tightly-held stock following 
well-received figures last week. 

ZURICH made a firm start 
before the continuing strength 
of the Swiss franc again 
prompted profit-taking. leaving 
the SMI index to close 17.4 
lower at 2.450.3. 

Surveillance, the world's 
largest trade inspection and 
testing organisation, whose 
performance is heavily depen- 
dent on the collar, fell SFY110 
or SFrl.520. after a low of 
SFri.oSO. ahead of 1994 results 


today. Analysts noted early 
selling by a Geneva based pri- 
vate bank, and subsequently 
by UBS. prompting expecta- 
tions that the bank might be 
about to downgrade the stock. 

Nestle, whose shares held up 
well in last week's foiling mar- 
ket. dropped SFrl6 to SFrl.102 
as investors reassessed its 
prospects in the light of the 
Swiss franc's strength against 
not only the dollar, but also 
other European currencies. 

SBC picked up SFr5 to 
Sr r348 ahead of 1994 results 
tomorrow, while CS Holding 
fell SFril to SFr45S after its 
annual news conference in 
London. 

AMSTERDAM took a prag- 
matic look at the dollar and 
the defensives ‘cyclicals argu- 
ment as the AEX index ended 
just 0.33 down at 393.33. 

In contrast with recent fash- 
ion. financials were marked 
down on talk of downgradings 
by brokers worried about the 
effect of the higher dollar; but 
a senior cyclical, Hoogovens. 
was lifted FI 1.70 to FI 67.40, 
analysts saying that Thurs- 
day's" 1994 results should bene- 
fit from buoyant steel and alu- 
minium mar kets and extensive 
restructuring. 


MADRID trod water ahead of 
the release of key inflation 
data today and anticipation of 
a 50-basis point rise in the 
intervention rate. 

The general index closed 
marginally higher at 267.37. 
helped by recovery among 
some hard-hit stocks. The sau- 
sage skin maker, Viscofan, 
bounced Pta45 to PtaL585 and 
the property developer, Valle- 
hermoso, by Ptal5 to Ptal.740. 
A flight to quality helped 
Banco Popular up Ptal60 to 
Ptal6,400. 

STOCKHOLM’S AfF&rs- 
varlden General index, down 
2.10 at 1,460.30, concealed a rise 
of SKr4 to SKrl83J5Q for Astra 
A. as the pharmaceuticals com- 
pany got FDA approval for 
extended use of its anti-ulcer 
drug, Losec, in the US; and a 
foil of SKr2 to SKrl51 for Skan- 
ska B ahead of the construc- 
tion group's 1994 figures today. 

BUDAPEST jumped 45£7 to 
1,258.48 in reaction to the 9 per 
cent devaluation of the Hun- 
garian forint. Hungarian 
shares have fallen from a peak 
of 2,188 in February last year. 

Written and edited by WHHsra 
Cochrane, Michael Morgan and 
Fetar Jotai 


Program trades drive Nikkei as Hong Kong adds 2% 


Tokyo 


Santiago continues ahead 


Chilean stocks continued 
higher although some profit- 
taking brought prices back 
from their best, early levels. 
The selective IPSA 40-share 
index, which jumped 4.6 per 
cent in early trade, was still 
3213 or 4 per cent higher at 
84.70 during afternoon trade on 
strong buying by local inves- 
tors. particularly pension 
funds, after the market's roller- 
coaster performance last week. 

On Friday, the index rose 9.4 
per cent, its largest one day- 


rise for more than eight years, 
on expectations that a loan 
agreement between Argentina 
and the DIF was imminent. 

Masisa, the forestry com- 
pany, surged 14 per cent to 221 
pesos and Andina, the bottler, 
was 5 per cent higher at 1,525 
pesos. 

BUENOS AIRES posted fur- 
ther gains after Friday's 12 per 
cent advance. The Merval 
index was 10.94 or 3.6 per cent 
higher in late morning trading 
at 310.72. 
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Cofwrigtn. Tha R r m x do l Ttanm United. Goldman, Sacha A 


Late buying saved the Nikkei 
index from slipping below a 15- 
month low on Monday, but vol- 
ume was thin , writes Bethan 
Button in Tokyo. 

The 225 average closed up 
119.26 at the day's high of 
16,477.64, after a low of 
16.081.04 tested resistance at 
the 16,000 level. Volume 
dropped to around 250m 
shares, compared with Friday's 
696.93m. 

Although the main index 
rose, declining stocks outnum- 
bered gainers by 646 to 358, 
with 160 unchanged. The first- 
section Top Lx index fell 2.79 to 
1.320.17, while the Nikkei 300 
index was down 0.11 at 243.83. 

In London, the ISE/Nikkei 50 
index feU 1.54 to 1.078227. 

Ms Kathy Matsui of Goldman 
Sachs said that program trad- 
ing had driven the market: 
“We saw quite a big break- 
down caused by some major 
sell programs in the afternoon 
session; then, very much in the 
last half hour or 15 minutes, 
the market shot up by 100 
points on some buy programs." 

Concern over the lack of 
action on the strong yen was 
still depressing the market, but 
there was evidence of support 
at the 16,000 level. Brokers 
expect the market to trade in 
the range of 16,000 to 17,000 
until there is a decisive move 
on the yen issue. 

"The yen I think La concern 
number one on investors' 
minds at the moment, plus the 
fact that we are approaching 
the end of the fiscal year,” said 
Ms Matsui. 

Kobe Steel, which 
announced large post-earth- 
quake losses after the market 
closed, ended the session down 
Y3 at Y244, having regained 
some ground. Nippon Steel 
also lost Y4 to close at Y334. 


Securities stocks were 
among the day's losers. Yam- 
aichi Securities had the sharp- 
est foil, Y21 to Y606. because of 
concern over plans to help its 
loss-making affiliate, Taiheiyo 
Securities. Daiwa Securities 
dropped Y30 to Yl.050. Nomura 
Securities closed down Y1Q at 
Y1.650, and Nikko Securities 
slipped Y5 to Y847. 

B anks also suffered. Indus- 
trial Bank. Bank of Tokyo. Mit- 
subishi Bank and Dai-Ichi Kan- 
gyo lost between 0.4 and 1-2 per 
cent. The heaviest loser was 
Sumitomo Bank, down Y50. or 
2.8 per cent at Yl.750. while 
Daiwa Bank and Fuji Bank 
bucked the trend with small 
gains. Sakura Bank was 
unchanged at Y1.I20. 

High technology stocks were 
mixed. Pioneer Electronic lost 
Y30 to finish at Y1.98Q. and 
Matsushita dropped Y10 to 
Y1.360, but Sony climbed Y40 
to Y4J240, and TDK gained Y10 
at Y3.990. 

In Osaka, the OSE index 
closed down 136-83 at 18362.45 
in volume of 237m shares. 


Roundup 


Wall Street's 52 point rise in 
the Dow last Friday found 
some markets in the region 
more responsive than others. 

HONG KONG was 2 per cent 
higher, boasted by selective 
buying of heavily weighted 
blue chips, but volume was 
still thin. 

The Hang Seng index closed 
161.88 higher at 8,111.27, having 
peaked at 8,123.34 shortly 
before the dose. 

HSBC rose HK*2 to HKS80 
while Hongkong Telecom 
added 35 cents to HKJ14.05 on 
news that it would cut its staff 
numbers over three years. 

Sun Hung Kai Properties 
gained HKSZ.55 to HKS50.75, 
boosted by news that a sale of 
new flats at the weekend was 


S Africa up from lows 


Johannesburg finished mixed 
as the scrapping of the finan- 
cial rand and subsequent 
strengthening in the unified 
unit dragged gold shares 
lower. After a nervous start, a 
more positive tone was 
reflected in a strong industrial 
market on renewed foreign 


demand in the sector. 

The overall index finished 
13.7 better at 5,237.7, industri- 
als gained 51.3 to 6,608.8 and 
golds fell 32.6 to 1,522.9. 

De Beers ended 75 cents bet- 
ter at R83.50, in spite of a 
strong rand, reflecting its 
gains in dollar terms. 


FT -ACTUARIES WORLD INDICES 


Mntjy cenpUed by The Financial Times Lttl, Goldman, Sachs & Co. and NaBNaat Sacurtdaa Ltd, In confunctlon with tha Instttuta of Actuaries and tha Faculty of Actuaries 
NATIONAL AND 

REQIONAL MARKETS - — - FRIDAY MARCH ID IBM THURSDAY MARCH 9 1WK DOLLAR INDEX 

Rwn In parentheses US Day's Round Local Local Gross US Pound Local Year 

show number of Urns Dollar Change Starling Yen DM Currency 96 chg Dhr. Dotar Storting Yen DM Currency 52 week 52 week ego 
of stock Index M Index Index Index Index on day YlaM index Index Index Index Index High Law (approx) 


Australia (B8J- 
Austria (1 81 — 
Belgium (35).. 
Brazflcaj.. 


Canada (103) — 

Denmark (331 

Finland (24) 

Franco ft Cl) 

Germany (68).. 


Hong Kong [SB).. 

Mend (16) 

Italy (56). 


161.45 

167.35 

172.97 

105-53 

128.36 

.. 256.42 

179-56 

162.74 

1 47-84 

— .325.32 

2Q6JS5 


-.70.06 


Japan (484) 

Malaysia (97) 

Mexic o (181 

Nethertand | 1 S)_ 

New Zealand (14) — 
Norway 423). 


.145.47 

..465.34 

-748.60 

.■227-78 

—72-84 


-203.53 


Singapore (44) 

Saudi Africa (SB) — — 

Spain (66) 

S w e den (48) — „ 

Switzerland (47) 

Thailand (46). 


..349.57 

.-326.97 


-124J39 

..238.81 


-17*1.94 

-134.21 


United Kingdom (204). 
USAP1Z) 


-183.41 

-20026 


0.2 

-2.1 

-0.7 

227 

1.1 

OO 

-1JS 

-09 

-21 

-1.5 

-T.fl 

-20 

-22 

-20 

15.B 

-09 

-OS 

Oft 

-12 

25 

-0.6 

0.3 

-1.7 

-29 

-1.3 

IS 


151.36 

I75.B4 

162.18 

98.39 

12033 

24039 

168.34 

162.67 

138.80 
304.99 
1S271 

66.7D 

13038 

438.28 

701.82 

213-S3 

68.11 

190.81 

327.73 
308.54 
117.08 
22201 
16120 
126.62 
161-33 

187.74 


83.12 
108.05 
89.78 
60 JO 
74.03 
147.69 
10258 
KL88 
B5.Z7 
167.03 

116.55 
40.42 
63-90 

288.38 
431.74 

131.38 
41.90 

117.38 
201.88 
1B8.58 

7203 

13658 

99.17 

77.40 

111.55 
115.60 


118.73 

137.77 

127.20 

77.85 

9439 

1B&56 

13205 

119.86 

108.72 

239.24 

151.10 

51.63 

106.98 

3*321 

550.60 

167.49 

5242 

149.67 

257.06 

240.45 

91.84 

174.15 

128.44 

98.69 

14224 

147.27 


144.04 

137.75 
18420 

171.32 

130.76 

198.44 

166.14 

12662 

108.72 

322-01 

183-30 

87.69 

83.90 

457.45 
5442.87 

185.09 

69.63 

174.31 

229.06 

264.07 
122.96 

252.45 
125.39 
129.16 

161.33 
200.26 


-0.4 

-OA 

0.8 

22.1 

0.5 

09 

0.7 

OS 

-0.4 

-1.4 

0.1 

- 0.6 

-1.4 

- 1.8 

3.1 

0.7 

-0.7 

1.8 

-OJS 

0.1 

0.8 

1.7 

oa 

-48 

1.0 

1.3 


4.13 

1.18 

4.43 
1.98 
2.67 
1.58 
1J8 
338 
136 
4.10 
3.61 
1.77 
091 
136 
230 

3- 89 
434 
225 
1.07 
238 

4- 62 
2.09 
1.94 
029 

4.44 
2-83 


101.07 

19139 

174.19 
88.06 

127.00 
25632 
18234 

184.19 

151.00 
33014 
209.66 

71.60 

14070 

474.70 

847.81 

229.83 

73.04 

202.78 

35336 

31831 

12539 

236.03 

174.93 

13833 

166.01 
197.68 


14751 

17637 

15832 

78.61 

11031 


82.16 

10930 


168.83 

15037 

138.28 

30234 

18135 

65.48 

13018 

434.73 

21048 


4024 

72.87 

14077 

10427 

9934 


11 
324.08 
292.05 
115.11 
216,19 
19030 
12939 
178.50 
181.02 


188.89 

119.92 

4091 

85.08 
271.81 
370 95 
131.60 

41.79 

TIOOl 

202.46 

162.46 
71.92 

135-05 

10009 

79.09 
112.15 
113.09 


11043 

13034 

12531 

6231 

91.80 

186-42 

131.73 

11066 

109.15 

13131 

51.69 

107.49 

343.16 
48837 
186.14 

14636 

266.79 

23032 

9038 

17032 

12046 

141.69 

14238 


144.59 

13032 

124.18 

14035 

13007 

19075 

166.04 

127.64 

109.16 
32736 

183.16 
88.18 
85.08 

46533 

6278.73 

184.Q2 

6037 

171.38 

230.90 

26933 

122.01 

24830 

12634 

13231 

17930 

197.68 


18082 

19089 

177.04 

14131 

275-37 

201.41 
181-44 
15431 

418.42 

217.10 
97.78 

170.10 
584.76 

2414.12 
232.41 
7730 
21003 
401.38 
342.00 
15031 
247 AO 
17936 

205.58 

20026 


167.95 173.63 
187.46 190.10 

181.63 17055 


12054 

23081 

13338 

167.79 

132.08 

27730 

17736 

6725 

138.95 

398.18 

84731 

19128 

62.05 

17733 


205.55 

12437 

198.70 

14931 


136.82 

271.89 
15236 
17738 

138.31 

413.09 

192.65 

75.82 

15329 

48085 

2210.03 

202.90 
6922 

201.67 
32334 
28039 
145 SO 
22037 
184.45 


161.11 199.76 
17095 188.64 


American (88TJ. 
Europe (720) — 
Nordic ft 28) — 


.10237 

.16933 

.226.48 


Pacffle Basin 

Euio-Pacme (1529) 

North America (816) 

Europe Ex- UK »16) — 
Pacific Ex. Japan (329- 
Worid Ex. US(173T).._. 
Worid Ex. UK (2045) — 
World Be Japan (1766) . 


15321 

159.95 

19631 

152.94 

229.72 

10020 

.170.18 

199.18 


1.B 

-1.3 

0.0 

-23 

-1.7 

1.3 

-1.3 

- 1.1 

-U 

-03 

0.3 


171-45 

159.03 

21231 

143.63 

149.96 

16337 

1433B 

215.37 

150.19 

15036 

178.40 


106.47 

9733 

130.61 

88.39 

92.26 

112.93 

8820 

132.49 

02.30 

98.15 

108.52 


134.40 

124.74 

18053 

11237 

117.83 

143.99 

11247 

100.04 

117.81 

125.18 

18837 


153.61 

144.49 

20230 

9344 

113.08 

195.54 

123.47 

20233 

118.10 

138.79 

178.16 


14 

OB 

14 

-1.4 

-03 

13 

04 

-12 

-08 

02 

0.0 


z.et 

3.33 

1.00 

1.30 

2.19 

2.B2 

239 

342 

221 

223 

3.04 


18009 

17134 

22030 

16034 

162.70 

19328 

154.90 

23225 

182.42 

17038 

18735 


16432 

157.37 

20742 

143.18 

149.00 

177.01 
14136 

2 is.ro 

14074 

16821 

171.76 


103.04 


12030 

69.46 

93.09 

110.60 


9233 

97.65 

10731 


13017 

12422 

163.72 
113.01 
117.81 

139.72 
111.97 
18739 
117.40 
12327 
13537 


151.42 

143.62 
198.72 

94.72 

118.62 
193.08 
12331 
204.94 
118.60 
13035 
17435 


178.01 

235.72 

17B38 

175.14 

19631 

168.10 

273.13 

17838 

17069 

192.00 


16058 

T07.7O 

146.93 

164.73 

175.B7 

144.12 

211.19 

15542 

18348 

17824 


17054 

214.80 

183.04 

186.01 

186.36 

151.30 

2S7.B8 

16736 

171.02 

19821 


The World Index (22*0)- .17224 -04 161.47 99.34 12068 140.76 03 244 172.91 15625 98.03 12439 14039 18060 155.92 17335 


Copyright. Tho Fhorow nmm Umoad. aowman, Soem ana Co. sod 
Lawtpn eea wara unmetet* hr ttile odhkm. 


NaTWOM SkuMM Lrntod. 1087 



V s» 


well received. 

MANILA rose after six days 
of decline as local investors 
started to accumulate Issues 
sold down by foreign fund 
managers. The composite 
index closed 24.57 higher at 
2.335.530. 

Turnover stayed light with 
1.4bn shares worth S25.2m 
pesos changing hands and bro- 
kers. noting sustained selling 
pressure from foreign inves- 
tors, cited this as a sign of 
underlying weakness in the 
market 

SYDNEY ended positively 
after eight falls in a row, the 
All Ordinaries index closing 
15.6 higher at 1.884.5. Turnover 
was estimated at AS261m. 
thinned by the Labour Day hol- 
iday in Melbourne. 

BHP closed 14 cents higher 
at AS18.22«and, in mining, CRA 
gained IS cents to AS 17.54 as 
W3IC rose 10 cents to AS7.Q5 


India 

SS5 3G Index 
4.000 



Jan 1S95 Mar 

Source: Camg.w. 

and MDI 1 cent to AS1.5S. 

WELLINGTON dealers were 
disappointed as the NZSE40 
index rose just 6.10 to 1.P50.S5 
against expectations, following 
ihe Dows rise, of a 15-point 
gain. 


Telecom gave what impetus 
there was with a rise of two 
cents to S5.60. 

KUALA LUMPUR edged 
lower on profit-taking amid 
uncertainties over the US cur- 
rency and a lack of domestic 
leads and the composite index 
closed 3.10 lower at 932.02. 

Malayan Banking fell 70 
cents of 4.2 per cent to MS15.80 
on rumours, denied by the 
managing director, that the 
bank had suffered 3200m of 
trading losses. 

BOMBAY tumbled 2.8 per 
cent on hectic selling by specu- 
lators and a lack of activity 
from local mutual funds follow- 
ing setbacks suffered by the 
ruling Congress Party In the 
Gujarat and Maharastra elec- 
tions. The BSE 30 index fell 
105.11 to 3.41.08 as attention 
turned to expectations of 
chang es in indirect taxation in 
tomorrow's budget 


KARACHI extended Sun- 
day's fall of IS per cent and hit 
a new 1994-95 low on uncertain 
political conditions and 
unabated violence in Karachi, 
the KSE HXXshare index foiling 
32.86, or 1.8 per cent to 1J70 -34. 

SEOUL finished marginally 
lower, after nine consecutive 
day’s of rises, as broadly based 
profit-taking more than offset 
sharp early rises. The compos- 
ite index turned back from a 
high of 968.80 to finish 1.04 
easier at 953.16. 

TAIPEI focused on electron- 
ics issues, the sector ending L8 
per cent higher as the 
weighted index rose just 2220 
to 6,503.18. 

BANGKOK fell on the fluctu- 
ating dollar and tight domestic 
liquidity, the SET index dos- 
ing 14.81 lower at 1,174.67. after 
moving between 1,172.04 and 
1,201,71. TPI Polene was Bt3 
lower at Btl27. 


Between 
the hype 
and hysteria 


are the facts. 


Options are not going away. They’re playing 
an increasingly important role for fund 
managers every day. 

You may not choose to use them, but you’d 
better understand diem. 

LIFFE Equity and Index Options are 
powerful, secure risk-management tools 
traded on an established exchange. 

To get the facts, you’ll want to read 
“Investing with Confidence: The structure 
and operation of LIFFE”. For your free 
copy, call Sandy Phillips on 0171 379 2439 
or return the coupon to her at LIFFE, 
Cannon Bridge, London EC4R 3 XX. 


LIFFE Equity Options. Risky to ignore. 



Please send me a copy of "Investing with Confidence: 
The structure and operation of LIFFE". 

EH Send me your free information for fund managers 
EH Let me know about your next series of seminars 
Name 


Address 


Postcode 


Tel 


LIFFC 


The London International Financial 
Futures and Options Exchange 
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FINANCIAL TIMES SURVEY 


Portugal: Finance and Investment 


Tuesday March 14 1995 


Political wobbles 
are shrugged off 

Despite the country’s hesitant pre-electoral mood, 
David White and Peter Wise believe the economy 
is on track to meet this year’s growth forecast 


S till ingrained in the 
walls of Lisbon are the 
graffiti of more than a 
decade ago, urging successive 
administrations out of office - 
reminders of a time before the 
Portuguese got tired of seeing 
governments change with the 
regularity of ferries crossing 
the Tagus. 

Economic confidence in Por- 
tugal most evident during the 
euphoric growth of the late 
1980s and now more cautiously 
returning, has been supported 
by two pillars: membership of 
the European Union since 1386, 
and recent political stability. 
The second of those pillars is 
now definitely starting to wob- 
ble. 

The political scene has 
changed with the decision in 
January by Mr Anlbal Cavaco 
Silva, the prime minister, to 
abandon the leadership of the 
ruling centre-right Social Dem- 
ocratic party (PSD) after 
almost 10 years. This puts the 
country in tbe unusual interim 
position of having a prime min- 
ister who is not a party leader. 

Mr Cavaco Silva will stay on 
as head of government until 
general elections. The odds are 
now that these will take place 
on schedule in October. Mr 
M&rio Soares, the Socialist 
president, last week rejected 
opposition calls to hold them 
earlier. Tbe elections could 
well produce a political stale- 
mate. 

The prospect of a shaky 
minority government ot 
uneasy coalition inevitably 
recalls the agitated early years 
following the 1974 revdtution. 
Mr Cavaco Silva came in as the 
10th post-1974 prime minister. 
In power since October 1985, an 
unprecedented run in Portu- 
guese democracy, he has 
become synonymous with sta- 


bility. Since July 1987 he has 
enjoyed a single-party major- 
ity. a novelty after 13 years in 
which Portugal had is govern- 
ments. 

He presided over tbe burial 
period of EU membership, 
which brought a spurt in 
growth, new middle-class 
wealth, liberalisation, and a 
big improvement in consumer 
choice and standards. Spirits 
and the government's standing 
both flagged with the onset of 
recession in mid-1992. and 
recovery, although clearly 
under way and accompanied 
by the lowest inflation for 25 
years, has been slow. 

Mr Cavaco Silva, clearly 
judging that the recovery wave 
might not be strong enough to 
regain the government's lost 
popularity, has left himself 
clear to run for head of state 
next year at the end of Presi- 
dent Soares' second and final 
five-year term. The PSD 
already faced electoral difficul- 
ties. The Socialist party has 
been ahead in the polls for 
same time, although it scored 
only a narrow lead in last 
June's European parliament 
vote. 

Many doubt whether tbe new 
PSD leader chosen last month, 
Mr Fernando Nogueira, a force- 
ful 44-year-old, up to now 
defence minister and 
long-standing number two to 
Mr Cavaco Silva, is the man to 
breathe new life into the par- 
ty's support. 

Portugal is now therefore in 
a hesitant pre-electoral mood. 
It is unlikely that either of the 
two mam parties will win an 
outright majority. A Sodahst- 
PSD grand coalition as in 
1980-85 is most unlikely. Since 
no one wants to join forces 
with Portugal's unrecon- 
structed Communists, this 


means either a one-party 
minority government or an 
alliance between one of them 
and the conservatives of the 
small, newly-renamed Popular 
party. 

While all th fo has an uncom- 
fortable element of d£j£t vn, the 
situation does not carry the 
same dangers it did 10 years 
ago. Portugal is not struggling 
out of a balance -of-payments 
crisis. It is better-equipped, and 
the government has a lesser 
rdle in the economy - partly 
because of the crucial part 
played by EU funds and deci- 
sions made in Brussels, partly 
because of the reduced weight 
of the nationalised sector 
correspondingly increased size 
of the private sector. 

A further reason why wobbly 
politics matter Jess is that no 
prospective government would 
deviate much from tbe current 
economic stance. Mr Eduardo 
Ferro Rodrigues, Socialist 
party economics spokesman, 
says a Socialist government 
would have little room for 
manoeuvre, although it would 
want to change the tax struc- 
ture and investigate the high 
cost of commercial borrowing 
which hobbles much of the 
country’s industry. “We cannot 
break with the main Hues of 
economic policy,*' he says. 


E ven so, the political out- 
look threatens to under- 
mine the confidence of 
both investors and consumers. 
An accessory cause of unease 
among foreign investors was 
the government’s handling last 
month of the takeover or the 
third largest bank. Banco Totta 
e A cores. In order to ensure 
the bank’s return from Spanish 
to Portuguese control, it lifted 
the standard requirement far 






The Lisbon Stock Exchange, in its r»w buflefing on the cays northern edge, has been the acme ot takeover torar. See Page 3 of tote survey 


the buyer to make a full bid for 
nil the shares, prompting the 
board of the stock exchange 
commission to resign en bloc 
and encouraging suspicions 
about the temptation to bend 
rules when politically conve- 
nient 

Investment decisions may be 
delayed. Important govern- 
ment business will also be set 
back if the elections are not 
held until October, with 
approval of the 1996 budget 
likely to be several months 
late. 

However, the economy 
appears to be on track to meet 
the government’s forecast of 
i5-to-3.5 per cent growth this 
year, which would bring it 
back in tune with the general 
EU trend. This is. however, 
still nothing lure the second 
half of tbe 1980s when growth 


averaged nearly 5 per cent No 
Portuguese region yet comes 
anywhere near the EU average 
for per capita income. Last 
year’s real increase in gross 
domestic product is put by the 
Bank of Portugal at l per cent, 
after a negative 1 per cent fig- 
ure in 1993. 

Private consumption has suf- 
fered from a decrease in fami- 
lies’ disposable incomes in the 
past two years, and from the 
discouraging impact of a rise 
in unemployment (7.1 per cent 
of the working population at 
the end of last year, compared 
with 4^ per cent two years ear- 
lier). Private investment also 
remains weak. Portugal, 
because of its export depen- 
dence on other European econ- 
omies, is relatively late in fol- 
lowing the economic cycle, 
with a lag of about nine 
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1994 represented a turning point for the Lisbon Stock Exchange. 

After 225 years in the old town, the exchange moved to new and modern premisses in uptown Lisbon. 

At the same time, fundamental changes ocurred in the market: 

• as of June 1st all cash transactions where centered in the Lisbon Stock Exchange, following the 
market specialization agreement between the Portuguese Stock Exchange Associations. 

. on June 15th, a new tax benefit came into force, exempting from the witholding tax the income from 
Treasury Boris ( OT ' s) held by foreign investors. 

- on June 23rd, the Special Market for Block Trading of Bonds, known as "MEOG", began operating. 

By \ear end, total turnover in Stocks had increased by 83J%, on top of a 58% increase in 1993 and prices, 
as measured by the BVL General Index, showed a 8.4% hike, again after a 53% increase in 1993. 


months on its partners. In 
terms of a recovery in domestic 
d eman d, economists say the 
lag is more like 18 months. 

Although much of the impe- 
tus this year is expected to be 
provided by public investment 
- cnrnpfhing of a custom in an 
election period - growth so tar 
has primarily come from 
exports, three-quarters of 
which go to the rest of Europe. 

Volkswagen and Ford's new 
joint-venture plant at Pahnela, 
south of Lisbon, is an its own 
expected to add more than 15 
per cent to Portugal’s exports 
by the time its minivan 
saloons are in full production 
next year. But the country’s 
vulnerability is underscored by 
a row over the threat of do- 
sure at Renault's plant at 
nearby Setlibal, In operation 
for 15 years. 


Portugal is tbe EU country 
where it is cheapest to employ 
production workers. The cur- 
rent minimum legal wage is 
Es52JX» (5335) a month. But it 
cannot rely on keeping a com- 
petitive edge on that basis 
alone. The GATT deal and EU 
association agreements with 
eastern European countries 
rt mayfgq to undermine Portu- 
gal’s markets - especially 
clothing and textiles - with 
lower-wage competition. 

The government has lashed 
itself to the aims of a stable 
escudo, low inflation and bud- 
get control in an effort to meet 
the convergence targets far the 
third phase of European eco- 
nomic and monetary union. 
But Portugal reluctantly 
accompanied Spain’s currency 
devaluation on March 6, 
because of the close ties 


Devaluation: 
the Spanish 
factor 

For several months, the 
escudo had been under no 
undue pressure. But on 
March 6, Portugal abruptly 
devalued too central parity of 
die curency hi the ERM by 
3J5 per cent 

The motive was not a 
sudden darkening of the 
economic outlook, but a 
reluctant decision that it 
would be prudent to 
accompany Spain’s 7 per 
cent devaluation of the 
peseta. . . So is Portugal tied 
to Spain? 

See Page 2 of this survey. 
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between the two economies. 
Inflation over the 12 months to 
December was down to 4 per 
cent and, in spite of a jump in 
January, the authorities hope 
for a lower level this year, with 
wages expected to recover 
slightly in real terms. The 1994 
budget deficit turned out at 5.8 
per cent of GDP, a full percent- 
age point below initial prelec- 
tions. 

Devaluation has weakened 
the arguments of those in Por- 
tugal who believe that, if Spain 
and Italy miss the boat to join 
the front-running group of 
Emu countries, Portugal 
should still stick to its aims. 
But there is a tacit consensus 
that, if Spain were to make the 
first group, then Portugal 
must too. It is one test the 
Portuguese would be horrified 
to fail. 
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The economy: Peter Wise discusses the reluctant 
and controversial devaluation of the escudo 

Tied to Spain? That 
is the global view 


In the midst of recession in the 
spring of 1994, the Bank of 
Portugal used every weapon 
within its grasp - from heavy 
interventions in the foreign 
exchange market to colossal 
increases of money-market 
intervention rates - to defend 
the escudo against attacks by 
speculators. 

The strategy was costly but 
successful For 18 months from 
August 1993. when the 
fluctuation bands of the 
European Monetary System's 
exchange rate mec hanis m were 
widened to 15 per cent, the 
escudo remained secure within 
a relatively narrow band of 
EslOl-5 and ES1Q4.5 to the 
D-Mark. 

Currency stability provided a 
foundation for Portugal to 
resume non-inflationary 
growth. Average annual 
inflation fell to 5.2 per cent in 
1994 - the lowest level for 25 
years - from 6.5 per cent in 
1993. After two years of 
recession, gross domestic 
product began to grow at an 
annualised rate of 2 per cent in 
the second half of 1994. 


Currencies under pressure 
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But on March 6 this year, 
whan for several months the 
escudo had been under no 
undue pressure, Portugal 
abruptly devalued the central 
parity of the currency in the 
ERM by 3.5 per cent. The 
motive was not a sudden 
darkening of the economic 
outlook but a reluctant 
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decision that it would be 
prudent to accompany Spain's 
7 per cent devaluation of the 
peseta, which had been under 
selling pressure for several 
weeks. 

It was an occasion when Lis- 
bon officials might have recal- 
led the Portuguese proverb 
that nothing but bad marriages 



Exports increased by more than 12 per cent last year, comp ared with a decline of 4.1 per cent in 1993 


and m winds can be expected 
from Spain. Portugal's unwill- 
ing decision to devalue was an 
acknowledgment that the 
escudo and peseta are closely 
linked in the perception of 
international markets, despite 
what Portugal sees as the more 
favourable evolution of its 
economy. 


Officials feared that failure 
to accompany Spain would 
have threatened the credibility 
of Portugal's exchange-rate 
policy and possibly provoked 
fresh speculation against the 
escudo. "Portugal must have 
felt aggrieved, but it clearly 
opted to devalue as an 
insurance policy for the escudo 


and the economy.” said David 
McWilliams, senior European 
economist with Union Bank of 
Switzerland in Loudon. 

Being pressured into a 
devaluation by _ the 
predicament of its neighbour 
has unquestionably rankled 
with the Portuguese. They 
have had to accept that their 
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own success in establishing 
reasonably healthy economic 
trends has not yet been 
sufficient to separate the 
country's fortunes from those 
of Spain in the eyes of 
international investors. 

The devaluation was 
particularly aggravating for 
Portugal, as it came after a 
period of seven months when 
the escudo had appreciated 
about 5.5 per cent against the 
peseta, establishing a clear 
distinction between the 
evolution of the two 
currencies. “This was a result 
of the credibility Portugal has 
won for its determination to 
preserve foreign exchange 
rates stability as a central 
element of economic policy," 
says Joao Costa Pinto, deputy 
governor of the Bank of 
Portugal. 

Largely because of joint 
membership of what is now the 
European Union, the 
Portuguese and Spanish 
economies have grown 
increasingly interlinked. 
Bilateral trade has grown 
tenfold in the past decade. 
Spain is Portugal's second 
biggest export market after 
Germany, accounting for about 
15 per cent of exports. Spain is 

Portugal's 

biggest 
supplier, 
accounting for 
18 per cent of 
imports. 


But trade is 
not an 

overriding 
reason for the 
escudo to track 
the peseta. 
Despite 
appreciation of 
the escudo, 
exports to 

Spain grew by an estimated 20 
per cent in 1994. Nor did a 
stronger escudo effect 
Portugal's competitiveness in 
other markets. Total exports 
increased by more than 12 per 
cent last year, compared with a 
decline of 4.1 per cent in 1993, 
and Portugal succeeded in 
increasing its share of several 
markets. 

But Portuguese officials are 
clearly not confident, that 
Spain will avoid further 
devaluations of the peseta. 
This would give Spain an 
important edge in exports 
markets, particularly tourism, 
where both countries compete 
strongly against each other. 
Parallel devaluation has 
provided Portugal with a 
margin for manoeuvre in terms 
of both exchange-rate stability 
and trade. 

However, some economists 
believe that by devaluing with 
Spain, Portugal lost an 
opportunity for a definitive 
uncoupling of the two 
currencies. “We are not obliged 
to import Spain's political and 
economic problems by linking 
our currencies so closely," says 
a Lisbon economist. “The 
devaluation was a signal that 
Portugal's exchange-rate policy 
is not, in fact stability, but to 
follow Spain." 

The Bank of Portugal has 
reaffirmed its commitment to 
m ain tain t rig a staunch defence 
of exchange-rate stability 
following the currency 
realignment. But a Bank 
economist said he expected the 
escudo to fall to a level of 
Esl05 to EsIOS to the D-Mark. 
He said this would almost 
certainly lead to increases in 
intervention rates and would 
damage expectations of a 
continuing decline in inflation. 

The longer-term 

repercussions of devaluation 
bear on Portugal's capacity to 
move towards European 
monetary union with the first 
group of member states. 


The devaluation was 
particularly aggravating 
for Portugal, as it came 
after a period of seven 
months when the escudo 
had appreciated about 
5.5 per cent against the 
peseta, establishing a 
dear distinction between 
the evolution of the two 
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Following the currency 
realignment, many economists 
believe it is now inevitable 
that Portugal wtn only join the 
single-currency group when 
Spain joins. 

This is in line with the 
thinking of the apposition 
Socialists. But the centre-right 
government had nurtured the 
hope that Portugal could have 
been in a position to at least 
consider participating, in 
monetary union, even if Spain 
was left behind. That 
aspiration now appears to have 
been stifled for good. 

The government remains 
committed. “The progress 
Portugal has made over the 
last four years in terms of 
inflation, long-term interest 
rates, the budget deficit, and 
public debt has placed us in a 
better relative position than 
Spain. Italy or Sweden," says 
Eduardo Catroga, the finance 
minister. "We will continue to 
make steady advances in 
relation to both real and 
nominal convergence." 

His confidence is reasonably 
supported by results. The 
inflation differential between 
Portugal and the EU average 
narrowed to less than one 
percentage point at the end of 

— 1994, compared 

with 5.5 point 
in 1992. 
Antdnio de 
Sousa, 
governor of the 
Bank of 
Portugal, 
attributes a 
jump in the 
year-on-year 
rate of inflation 
from 4.0 per 
cent in 
December to 
4.5 per cent in 


January to increases in value 
added tax and administered 
prices. He is confident the 
downward trend will be rapidly 
re-established. 

The budget deficit fell to 5.8 
per cent of GDP last year, from 
7.4 per cent in 1993. The 
current account is headed for a 
surplus of 0.5 per cent of GDP 
this year, largely due to EU 
transfers. Public debt, forecast 
at 72.4 per cent of GDP this 
year, is at a moderate level. 
However. despite the 
government’s ostensible 
commitment to nominal 
convergence. Miguel Namorado 
Rosa, an economist with Banco 
Comeraal PortugmSs, believes 
it is more immediately 
concerned with stimulating 
economic growth. He considers 
the 1995 budget excessively 
expansionist, and notes that it 
includes specific stimuli for 
private consumption, such as a 
suspension of stamp duty on 
consumer credit. 

This concern with growth, 
which appears to be reflected 
in the decision to devalue, may 
not be unrelated to the election 
in October. Opposition 
economists suggest the 
government may be planning a 
mid-year increase in public 
sector pay or in pensions if 
public finances evolve 
favourably. 

Private consumption and 
investment were the weakest 
components of the export-led 
recovery of 1994, when GDP 
growth is estimated to have 
moved to at least l per cent 
from a decline of 1 per cent in 
1993. Economists consider the 
government's 1995 GDP growth 
target of 2.5 to 3J3 per cent to 
be realistic. 

“The path of growth was 
slower in Portugal than in the 
rest of the EU in 1994," says 
Carlos Tavares Moreira. head 
Of Grupo Credits Agricola and 
a former governor of the Bank 
of Portugal. “But the recovery 
is now a fact." 



Economic indicators: real change (%) 


1990 

1991 

1992 

1993 

1994 

1995 

GDP 

4.2 

2J? 

1.5 

-1.0 

1.5 

3-2 

Private consumption 

5.0 

5 3. 

4.7 

0.3 

1.3 

3.0 

Public consumption 

1.9 

3.1 

1.5 

0.3 

1.0 

4.0 

Investment 

7.0 

2.8 

4.5 

-5.5 

0.5 

6.5 

Domestic demand 

5.4 

3.9 

3.9 

-1.1 

1.0 

4.0 

Exports 

1 24> 

1.8 

5.0 

-4.1 

12.5 

8.0 

Imports 

14.0 

6.5 

11.3 

-3.4 

7.0 

9.0 

Sources: Bank of Portugal (1980*3); Banco Comarctal Ponugute 0994.93 
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Peter Wise considers the outlook 
for the Lisbon stock market 

A safer kind 
of emerging 
market looks 
to sell-offs 


The Lisboa stock exchange, 
homed is a gleaming black 
tower, is an unlikely stage for 
melodrama. Emotion rarely 
stirs the small group of young 
traders, who gather in the 
high-tech trading room, to 
raise their voices above a dig- 
nified calL 

But an undercurrent of 
excitement began to rouse the 
market last year, with the 
announcement of a hostile 
takeover bid for Banm Porta- 
guds do Atlftntico. the second 
largest bank, by Banco Comer- 
rial Portuguds, a considerably 
smaller rival. 

Conflict within the previ- 
ously sedate banking world 
grew into a financial cliff- 
hanger as other bids followed, 
placing reserved bankers 
uncomfortably under a spot- 
light of intense media cover- 
age. The climax is programmed 
for March 24, when the result 
of the BCP bid will be deter- 
mined. 

In February, the plot hit a 
note of high drama when the 
president and top officials of 
the Securities and Exchange 
Commission (CMVM), the capi- 
tal markets supervisory body, 
resigned, accusing the govern- 
ment of damaging the credibil- 
ity of the market 

The measure that provoked 
the CMVM’s five-man execu- 
tive committee to quit was gov- 
ernment authorisation for 
Antonio Chaxnpalimaud, a Por- 
tuguese industrialist, to buy 
ffle 50 per cent of Banco Totta 
e Azores (BTA). the third big- 
gest bank, owned by Banco 
Espafid de Crddito, the Span- 
ish hank, without having to 
make an offer for 100 per cent 

Although the BTA case has 
been officially resolved in Mr 
Champalimaud’s favour, theo- 
retical arguments continue to 


rage over the issue. More 
important, the CMVM board's 
resignation, amid a p Umate of 
large-scale takeovers, insti- 
gated a wider debate on the 
role that Portugal hopes to 
play within Europe’s increas- 
ingly integrated finanriai mar- 
kets. and how best to shape the 
regulatory framework of the 
Lisbon bourse. 

“In a European context, the 
tendency is for investors to 
concentrate more and more in 
highly-developed markets 
where there is the most liquid- 
ity," says a Lisbon fond man- 
ager. “The critical question we 
have to ask ourselves is 
whether a regional market 
such as Portugal will make any 
sense at all if it is too highly 
regulated." 

Portugal's strongest selling 
point for financial investors is 
in offering the high economic 
growth rates of an emerging 
market without the political 
and financial risk normally 
associated with Latin America 
or Asia. Investors who have 
given Portugal a significant 
weighting in their emerging- 
market portfolios have been 
rewarded over the past two 
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Ttw Lisbon Stock Exchange moved last summer to a stock tower Mock that is part of a new financial centra 


yean. Lisbon perforated better 
than any other European 
equity market in 1993 and 1994. 
Share prices, as measured by 
the Lisbon stock exchange's 
National Continuous Index 
(BVL-INC), rose by an average 
of 7.4 per cent last year com- 
pared with 1993. In 1993 they 
had risen S3 per cent over the 
previous year. Total turnover, 
including bonds, increased 34 
per cent last year and 97 per 
cent in 1993. 

The outlook for this year is 
less buoyant. Portugal will 
inevitably be affected by the 
withdrawal of funds from 
emerg in g markets as a result 
of the crisis in Mexico. Many 
investors turned to equity in 
1994 because of falling interest 
rates on the bond market, 
which are now beginning to 
stabilise. In addition, banks, 
which account for more than 
50 per cent of total market cap- 
italisation, are suffering their 
heaviest decline in profit 
growth for a decade. 

On the brighter side, the pri- 



vatisations planned for this 
year of important utilities and 
industrial companies, includ- 
ing telecommunications, paper 
pulp and electricity produc- 
tion, will attract new investors, 
build liquidity and produce a 
more even balance between 
financial and non-financial 
stocks. 

Despite these positive signs. 
Portugal is having to come to 
terms with the prospect of a 
more subdued performance for 
its equity market In this con- 
text investors, traders and reg- 
ulators are questioning 
whether the highly-regulated 
model the country has adopted 
is best suited for a market that 
will tend to become more mar- 
ginal as big company listings 
are concentrated in more 
developed centres. 

Portugal introduced a "big 
bang" of operating and regula- 
tory reforms in September 
1991. The operational changes 
have been successful, leading 
to continuous trading in a 
national market, technological 
advances to facilitate dealing, 
and a computerised national 
stock registration house. 

But many investors and deal- 
ers find the regulatory side, 
involving innumerous rules 
and articles, ranging from 
insider and takeovers 

to share manipulation and dis- 
closure, too bureaucratic for a 
small, emerging market The 
red-tape costs Of being listed 
can be among the biggest a 
smaller company faces. 

The CMVM, whose job it Is 
to apply the regulations, has 
been perceived by some opera- 
tors as adopting too persecu- 
tory an approach. “Some com- 


panies have grown reluctant to 
take initiatives, because they 
fear they may be breaking a 
regulation that they don’t even 
know about," said the bead of 
one investment house. 

Fernando Costa Lima said, 
when he resigned as CMVM 
president in February, that the 
globalisation of financial mar- 
kets required the simplification 
and harmonisation of regula- 
tions. But he also stressed that 
the application of rules inevita- 
bly met with resistance and, 
sometimes, open opposition 
from "vested interests, when 
they do not want the rule of 
law to prevail over the law of 
the market” 

Alvaro Damaso. a former 
head of the Lisbon stock 
exchange and formerly 
regional finance minister of 
the Azores islands under Por- 
tugal’s ruling Social Demo- 
cratic party, has been 
appointed by the government 
as the new CMVM president 
He faces the challenges of both 
maintaining the watchdog's 
independence and encouraging 
all those involved in the mar- 
ket to work together to estab- 
lish the most effective regula- 
tory climate. 

One proposal that may find 
acceptance is that for lighten- 
ing the regulatory burden for 
smaller companies, while 
maintaining stricter rules for 
the top 40 or 50 listed compa- 
nies. Proponents say such a 
measure would help eliminate 
the barrier of bureaucracy that 
deters many middle-range com- 
panies from using the stock 
market as the means to 
achieve their goals for expan- 
sion. 


A delayed launch has inspired some atro- 
cious puns from dealers about the future 
of Portugal's futures market. But after a 
postponement of the opening originally planned 
for January, trading in the country's first deriv- 
atives contract is now scheduled to begin in the 
northern dty of Oporto in June. 

The market will open with a contract on an 
equity index of 20 leading shares, to be known 
as the Portuguese Stock Index - the PSI-20. A 
contract based on 10-year Treasury Bonds (Oik) 
is also due to be introduced as soon as govern- 
ment issuing gathers sufficient momentum to 
create the critical mass. Options are to be made 
available in a second phase of development 
Given the relative thinness of financial trad- 
ing - average daily turnover on the Lisbon 
stock ftdpngr totals about Es9ba - questions 
have been raised over whether Portugal has the 
dimension to sustain its own derivatives mar- 
ket Doubters ask whether contracts on Portu- 
guese securities could not be successfully ran 
from abroad by sophisticated futures markets 
already long-established. 

More confident investors believe these misgiv- 
ing will be swept aside when the Oporto mar- 
ket is up and running. "The potential fear futures 
markets in countries such as Portugal tends to 
be underestimated. People ask who is going to 
invest and where the funds are going to flow 
from,” says Joan Rendeiro. president of fund 
managers Gestiftmdo. 

“But when the markets are actually in place, 
you usually see very substantial growth," be 
says. “That is what has happened in Barcelona 
and other markets, and 1 see no reason why 
Oporto shouldn’t be the same.” 

The comparison with Barcelona is particularly 
relevant, because the Spanish fixtures market 
has always been viewed warily by the Portu- 
guese as a potential aggrandiser of futures trad- 
ing hi PortugaL But Oporto has astutely opted 
for cooperation rather than competition. 

Barcelona has signed a contract with Oporto 
to supply the computerised trading system for 
the Portuguese futures market, as well as tech- 
nical support and training. Oporto officials 
acknowledge that this agreement effectively 
defuses any latent tension between the two mar- 
kets and diminishes the temptation for Barce- 
lona to seek its own business in PortngaL 
The futures market is to be operated by the 
Oporto stock exchange, at its impressive 19th 
century Pal&cio da Bolsa braiding, which dosed 
last June as part of a plan to base Portugal’s 
spot trading in Lisbon and develop Oporto as a 
national derivatives market 
The two exchanges previously operated as sep- 
arate floors for the national spot market 
Rivalry between two bourses for Portugal’s 
small market was considered unproductive, and 
Oporto agreed to accept 2£s2.4bn ($l&3m) from 
Lisbon to abandon spot trading. 

"The new products on this market will help 
financial institutions smooth out risk factors 
and increase liquidity,” says Manuel Alves Mon- 
teiro, bead of the Oporto stock exchange. “But 
the market must be transparent, rigorously 
overseen, and carefully managed." He says the 
PSl-20 comprises the 20 most representative 
shares of the Portuguese market, representing 
about 70 per cent of total market capitalisation 
and 75 per cent of total trading volume. 

The index is to be launched with a base value 
of 3.000 - with two decimal points - based on 
dosing prices on December 31, 1992. The PSl-20 
would have stood at 4L247.66 on November 30, 
1994, for example. 


The delayed launch of the 
country’s first derivatives 
market is now due in June 

Barcelona 
is seen as 
the model 
for futures 


It is to be calculated to Teal time, reflecting 
every price change in the underlying issues on 
Portugal's computer-based continuous share 
market, through the Oporto Stock Exchange 
Information System (Shop). It wiD also be dis- 
seminated through the leading fin ancial infor- 
mation services. 

Portugal’s top four listed banks dominate the 
PSI-20, with weightings ranging from 9 per cent 
to 15 per cent each. Other prominent shares in 
the index are the conglomerate Sonae Investi- 
msntos. the cork group Corticeira Amorim, and 
Marconi, a telecommunications operator. 

-The PSI-20 aims to serve as a reliable bench- 
mark for the Portuguese equity market, and to 
enable the introduction of derivatives based on a 
single indicator for the eqnity market," says Mr 
Alves Monteiro. ”11)6 size of the sample does not 
allow die index to include issues with inade- 
quate levels of liquidity or market capitalisa- 
tion. Thus it will better track market trends.” 

Investors consider a futures contract on 
long-term interest rates vital to the risk-man- 
agement capacity they require from the Oporto 
market Early plans were laid to launch the 
market with both an equity index and a contract 
on 10-year Oik. But the turmoil on bond mar- 
kets in 1994 led the Portuguese government to 
dry up issues of long-term debt Successive auc- 
tions were cancelled, and Oporto had to post- 
pone the contract 

T his year, the government has announced 
provisional plans to issue Es20bn to 
Es25bn of 10-year defat a month, as well as 
equal amounts of three-year and five-year debt 
It is hoped the longterm issues win provide the 
market with sufficient liquidity for Oporto to 
issue a contract on 10-year OTs towards the end 
of 1995. 

"Our futures contracts will make the Portu- 
guese market more attracti v e to foreign inves- 
tors who are used to dealing with these instru- 
ment elsewhere,” says Paulo Sena Esteves, head 
of research at the Oporto stock exchange. Tor 
domestic investors, it will provide a means of 
protection from risks against which they are 
currently almost defenceless.” 

The big players in the Oporto market are 
nevertheless expected to he international opera- 
tors who already deal in over-the-counter deriva- 
tives in Portugal. 

Peter Wise 



We are solid and 
secure. 



We never forget 
the needs of our 
customers. 


& 


We have 
a distinguished 
history of success. 



And now, 

we are even more agile. 


Portucel is now a more agile 
competitor in the international 
marketplace. 

That's because we've recently 
completed a strategic 
reorganization. One which 
recognized the diverse activities 
within the group, creating ten 
distinct autonomous firms; 
each with Us own aims, 
its own goals and its own 
competitors. 

The strength of the group, 
however, remains. 
Portucel SGPS, the holding 
company, will preserve the 
direction and management of 
the group. 

By diversifying the group 
in this way, while still 
maintaining a global 
corporate strategy, we believe 
we have created a more 
flexible and more responsible 
organization which is better 
equipped to deal with the 
challenges being presented by 
the new international 
marketplace. 

We've become lighter to get 
further, faster. 
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WE DO NOT REST ON 
OUR LAURELS 


1993 

Emomoney 
Award for Excdtence 
fertile Best 
Portagaese Securities 
Hun 


1994 

Enoaqr 

Award for Excellence 
for the Best 
Portuguese Securities 
Etna 


1994 

Extd Survey 
Best Ranked Portugese 
investment Analyst 

Team 


We are a leading investment bank in 
Portugal. 

We offer a comprehensive line of 
financial products to our domestic 
and international clients always 
guided by basic principles of quality 
and professionalism. 


To be worthy of these awards we must 
continue to find better ways to service 
our clients. 

We are gratefiil to all our clients who 
made these awards possible and 
profess our commitment to keep 
striving for excellence. 


Banco Finantia 


Roa General Firmino Miguel, S - 1600 Lisbon - Portugal 
Telephone: 351.1.720 20 00 - Telefax: 351.1.726 98 20 


Rua So Joao de Brito, 605 - 4100 Oporto - Portugal 
Telephone: 351 .2.610 09 27 - Telefax: 351.2.610 09 25 
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Privatisation: David White examines the ambitious programme 


Telecom points the way 


Twenty years ago, in a book of 
radical fervour, Portugal took 
the first steps on the way to a 
sweeping senes of nationalisa- 
tions that brought in the state 
as shareholder in 1,022 compa- 
nies, ran g in g from banks to 
breweries and bus companies. 

The anniversary coincides 
with the preparation of plans 
fbr the first global equity issue 
in a reprivatisation programme 
under way since 1969. The sale 
of a Jlbn-plus minority stake 
in Portugal Telecom, the larg- 
est offering of its kind ever 
m ad e in a Portuguese company 
and the first carried out to 
international standards, is 
designed to pave the way for 
further issues in other sectors. 

A large part of the national- 
isation list has already been 
transferred to private-sector 
ownership. According to the 
finance ministry, the weight of 
state companies in the coun- 
try's gross domestic product 
has been halved from 20 per 
cent in the mid-1960s to 10 per 
cent 

Privatisations to date have 
brought in revenues of almost 
Esl.OOObn or more than $6bn. 
After slipping weU behind 


schedule, the programme came to be swallow 
close to meeting Its Es200bn bid fbr BPA 1 
target last year. With the Por- Comercial Pt 
tugal Telecom operation this Impdrio insin 
year’s Es250bn financial target than 13 per c* 
appears realistic. Much less e Azores, the 
realistic, according to bankers privatised, h 
and brokers, is the prospect of meat hands, 1 
placing more than a couple of offered to c 
iss ues on the market by the shareholders 
end of the year. chase of a SO 

The sell-offs began with Uni- ling interest 
cer, one of the — — — — — — - 

c?mput!il After fts initial sales, the 
which were flovfciiiukfilit realised it 
perhaps the needed to attract more 
oddest feature foreign investment into 
of the state's nh -, rni . 

nortfoMn. This privatisation snares 


which were govemmei 
perhaps the needed to 
oddest feature foreign ^ 

of the state's ■■ ■ 

portfolio. This privabsal 

was followed 
by banks, insurance companies 
arid other companies, farinittng 
the partial sale of Petrogal the 
oil group, to a consortium led 
by Total of France. The aim is 
eventually to bring Petrogal 
under 90 per cent private own- 
ership. 

Plans for the fmanrjai sector 
are virtually complete. The 
government’s remaining 24.5 
per cent stake in die country's 
second largest h ank. Banco 
Portugu&s do Atldntico, is due 



to be swallowed up in the joint 
bid fbr BPA launched by Banco 
Comercial PortuguSs and the 
Impdrio insurance group. More 
than 13 per cent of Banco Totta 
e Azores, the first bank to be 
privatised, is still in govern- 
ment hubris, but is likely to be 
offered to current minority 
shareholders following the pur- 
chase of a 50 per cent control- 
ling interest by the private 

financier. Mr 

>1 AntOnio Cham- 

d sales, the ra1 ^ a ilrt _ ^ 
; realised it operation 
(tract more which, in nor- 
rfment into maJ circum- 

stances, would 
mi Shares ^ve involved 

a public bid for 
the rest of the shares. 

The state will be left, as its 
residual interests in the 
banking sector, with the 
current number one bank, 
Caixa Geral de DepOsitos, and 
majority control of Banco de 
Fomento e Exterior. 

After its initial series of 
sales, the government realised 
it needed to attract more 
foreign investment into 
privatisation shares. It began 
looking at options for 
international issues in 1992, 
but in the following two years, 
with a series of changes in its 
economic team, the whole 
privatisation process slowed 
down. Last summer the most 
important placement to date, a 
20 per cent share of Ciznpor. 
the dominant cement group 
created by the merger of seven 
nationalised producers, was 
judged by international 
investment banks to be less 
than a great success". 

Foreign participation was 
smaller than intended. The 
Es40bn issue, in the wards of 
one banker, was “not well 
handled”. A gap of two months 
was left between the fixing of 
the issue price and the 
flotation date. In the interim, 
the stock market weakened, 
with the result that Cimpor*s 
shares fell back on the first 
day of trading. The subsequent 
performance of the stock below 
the issue price has jeopardised 
plans for an early second 
tranche. 

In prospect for the first half 
of the year, apart from the 
telecommunications flotation, 
is the partial or total 
privatisation of divisions of the 
Portucel paper group, both 
through the market and to 
private buyers. The main pulp 
business, Portucel-lndustrial, 
plans to place 40 per cent of its 
shares by June, including an 
international tranche split 
between London and New 
York. The cardboard and 
packaging side of the same 
group, Gescartdo, is up for sale 


to a single purchaser. 

The Portugal Telecom issue 
is planned for May, but some 
bankers believe it could be 
delayed. Not until now has 
Portugal approached a 
privatisation in such a 
systematic way, complete with 
international “roadshow". 

The operation, is complicated 
by plans for merging Portugal 
Telecom at the same time with 
the 51 per cent state-controlled 
Companhia Portugnesa de 
Ridio Marconi The issue is 
due to involve 25-30 per cent of 
the group for an estimated 
Slbn-$l^bn. Seventy per cent 
of the total is to be offered 
abroad in three tranches, with 
Merrill Lynch, S.G.Warburg 
and Union Pv"k of Switzerland 
handling the New York, 
London and rest-of-tbe-world 
placements respectively. 

The timetable for smaller 
issues will depend largely on 
how successful this operation 
is. The arrival of privatised 
utility and industrial shares 
promises to change the balance 
of the Portuguese equity 
market, currently dominated 
by banks. According to a 
recent Lehman Brothers 
report, the of companies 
"should become more 
representative of the mature 
underlying economy", helping 
Portugal's transition from an 
"emerging market" status into 
mainstream European 
investment portfolios. 

The Portuguese arm of 
Spain's Santander Investment 
merchant bank. Banco 
Santander de Negdcios 
Portugal, recently placed an 
EslObn closed-end equity fund 
focussing on privatisation 
shares, the largest of its kind 
ever launched in Portugal. 

However, the capacity of the 
market is limited. Bankers rule 
out prospects for partially 
privatising the power 
generating side of 
Electrlddade de Portugal by 
the end of the year. The 
government's list of 
reprivatisation plans for 1995 
extends to a total of 19 
companies - including 
interests in steel, chemicals, 
shipbuilding and tobacco - but 
this would appear to be 
wishful thinking. General 
elections, due by the end of 
October at the latest, could 
well slow up the programme. 

Privatisation itself is not at 
stake in the election. Mr 
Eduardo Ferro Rodrigues, an 
economics spokesman for the 
apposition Socialist party, says 
that, if it wins its way back 
into government, it will not 
overturn the plans. But he 
adds: “The timetable could 
have some changes." 
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Gain the edge over your competitors by having the Financial Times 
delivered to your home or office every working day. 

Hand delivery services are available for aff subscribers in the 
business centres of Lisbon. Oporto, the Algarve and in Funchal. 
Please call (01) 80 82 84 
fbr more information. 
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A Portuguese bank 
that spreads the voice 
°f Portugal all 
over the world 
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BANCO PORTUGUES DO ATLAlMTICO 

Um rumo. Um fuiuro. 


S ome people falling from a 
great freight at the age of 
57 would resign them- 
selves to enforced early retire- 
ment. But whatever anybody 
t hink s about Mr Antbnio 
Champalimaud, there is no 
denying that he is an obstinate 

man. 

The most remarkable and 
least expected aspect of Portu- 
gal's cycle of nationalisation 
and reprivatisation Is the prom- 
inence regained two decades 
late: by some of the same fami- 
lies in whose hands economic 
power was concentrated before 
the 1974 revolution. 

Mr Champ&llmaud was 
among thousands of Portu- 
guese who fled from Portugal 
and its former African colonies 
to Brazil in 1975. Under the Sal- 
azar and Caetano regimes, he 
was one of a small and loyal 
group of powerful business- 
men. With interests ranging 
from cement, steel, paper and 
engineering to insurance and 
hjinfrme. he was reckoned in 
one 1970 study to control as 
much as two-thirds of Portu- 
gal's installed industrial capac- 
ity. 

In Brazil he rebuilt another 
empire based on foment and 
ranching. Today, at 77, he is 
once again considered, accord- 
ing to the Portuguese magazine 
Fortuna, to be the country's 
wealthiest citizen. 

In two operations since 
November last year, he has 
regained a prominent position 
in Portuguese banking. Having 
already bought back control of 
his insurance company Mun- 
dial Confianpa. he used it to 
mount a winning Es37J2bn 
($24Gm) bid for SO per cent of 
the stock in the bank he con- 
trolled in the days of the dicta- 
torship, Banco Pinto e Sotto 
Mayor. A relative of the foun- 
ding Sotto Mayor family was in 
the losing consortium. 

ffis subsequent purchase of 
just under 50 per cent in the 
number three bank, Banco 
Totta e Azores, not only con- 
solidated his position but 
enabled him to play the role of 
saviour of national dignity, the 
man who brought Totta back 
into Portuguese hands bom the 
S panish, it was the ultimate 
comeback for someone once 
regarded as a robber-baron. As 
he hims elf remarked earlier, he 
had became "fashionable". 

Of a handful of wealthy fam- 
ilies that dominated business 
pre-1974. three stood out above 
the rest, with industrial and 
fmanrial c omb ines in both Por- 
tugal itself and its African ter- 
ritories. 

The Espirito Santos, whose 


Families who held power before 
the revolution are re-emerging 


Back to build a 
third empire 
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Antdnio Champafimaud may again be the wealthiest citizen Agtnctaum 


empire ranged from banking to 
coffee, were the first of the big 
three to get back, gaining con- 
trol of the TTanquilidade insur- 
ance company in 1990 and 
Banco Espirito Santo in two 
stages over the next two years. 

Then there were the Mellos, 
former owners of the CUF 
industrial conglomerate. Mr 

Jose Manuel de 

Mello these . . 
days has his two op< 
own invest- Champal 

ment bank, regained s 

Banco Mello, nncMnn 

and a big stake posrtlon 

in the Llsnave ^ammtamamavam 
ship-repair company, one of the 
famil y's former interests. He 
regained control of Impdrio. the 
largest Portuguese insurer, in 
1992. Impdrio is now the junior 
partner alongside Banco Cozn- 
ercial Portugues (BCP) in a 
Es308bn bid for Banco Portu- 
gues do Atlantico. Brother Mr 
Jorge de Mello, meanwhile, 
going his own way, is a share- 
holder in BCP. 

However, the Mellos' previ- 
ous main banking interest is 
henceforth controlled by Mr 


In two operations, Mr 
Champalimaud has 
regained a prominent 
position in banking 


Champalimaud, a rival who 
was formerly married to a 
Mello. The saga of Banco Totta 
e Azores goes back to 1989, 
when it was the first bank put 
up to be privatised. The Span- 
ish group Banco Espanol de 
Credito (Banesto) built up a 50 
per cent share, half directly 
and half indirectly through an 

arrangement 

with Portu- 
atjons, Mr guese associ- 

taud has ates. overs tep- 

irominent Ping Portugal's 

restriction on 
bank, "S foreign hold- 

lags. Banesto’s 
effective control was made pub- 
lic by its then chairman Mr 
Mario Conde. in 1993. 

By the end of that year the 
Spanish authorities had 
swooped on toe troubled Bait 
esto and sacked Mr Conde. In 
April 1994. control of Bane6to 
was auctioned off to Banco 
Santander. Already controlling 
toe smaller Banco de Com&rcio 
e Industria in Portugal, San- 
tander was keen on maintain- 
ing Totta. But it changed its 
mind when it discovered toe 


strength of the Portuguese 

authorities’ opposition. 

Negotiations on disposal of 
its holding started in the 
autumn, against the back- 
ground of strong official pres- 
sure for a rapid sale, tense 
talks between Portuguese and 
Sp anis h ministers and con- 
cerned noises from the Euro- 
pean Commission about Portu- 
gal’s imposing restrictions on 
holdings by a follow ED nation. 

Portuguese sensitivity about 
toe ownership of a previously 
nationalised bank was aggra- 
vated by the apparently under 
hand TTifmoer in which control 
had been established. Mr Jo&o 
Salgueiro, president of the Por- 
tuguese Association of Banks, 
says: “It looked like the second 
act of a bad play." 

Several groups showed inter- 
est - including Banco MeDo in 
conjunction with BCP, and 
Banco Portuguds de Invest- 
imento. However, it is under- 
stood that none came dose to 
Santander's asking price except 
Mr Champalimaud. His offer of 
ES5.300 per share plus interest 
for payment in instalments up 
to 1977 amounted to EslSftn, 
roughly equivalent to the stock 
market value of the whole 
bank. 

Mr Champalimaud made the 
conditional on his 
exemption from having to bid 
for the other 50 per emit, which 
he would normally he obliged 
to do. The finance ministry 
agreed to the waiver. The 
CMVM stock market commis- 
sion disagreed, and its presi- 
dent Mr Fernando Costa Lima, 
resigned with the rest of the 
board, complaining that the 
government was going "from 
one error to another". 

The row has provoked differ- 
ent reactions, with some argu- 
ing that waiving shareholders' 
rights for the benefit of one 
individual is a poor precedent, 
others that this was preferable 
to letting the deal foil through 
Mr Jose Alberto Tavares Mar- 
elra. chairman of the Stock 
Market Association, president 
of Caixa Central de Crgdito 
Agricola Mfituo and former 
governor of toe Bank of Portu- 
gal suggests the matter could 
have been handled better. But 
he says: "There was no way 
out" 

The question many ask now 
is what Mr Champalimaud 
plans to do with his banking 
group. In thnRR when the norm 
Is for Portuguese banks to be 
headed by professional manag- 
ers. the lone-wolf financier is 
the exception. 


David White 
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Peter Wise sees the banking sector reshaping itself 

Rivalry spurs takeovers 


The top 10 Portuguese banks* 




Banks in Portugal are not quite 
throwing money at people. But 
they are happy to send a motor- 
cycle messenger with a wad of 
crisp notes to your door at any 
time of the day or wi g h t 
The new telephone banks, 
whose services include the 
banking equivalent of pizza 
deliveries, are just one sampl e 
of a climat e of fierce competi- 
tion that has gripped the sector 
over the past three years. 

Rivalry has reached such a 
pitch in the fast-growing mar- 
kets tor consumer credit and 
housing loans that hank adver- 
tising c amp aigns appearing to 
offer the cash for acquiring 
heaven on earth ~ without 
blemishing the idyll with small 
print - are drawing strong con- 
demnation from consumer asso- 
ciations. 

A combination of several fac- 
tors is fuelling the flames of 
competition. Nationalisations 
after the 1974 revolution placed 
almost 90 per cent of the finan- 
cial sector under state control 
But a privatisation progra mm e 
begun in 1989 has since reduced 
state ownership to 38 per cent, 
and it will toll further as a few 
remaining sell-offs are com- 
pleted. 

The sector, now dominated 
by privately-owned banks 
intrinsically more inclined to 
compete, has also been freed of 
many regulatory restrictions, 
providing hanks with the free- 
dom to exercise more aggres- 
sive instincts. Three years 
ahead of a deadline set by the 
European Union, Portugal 
authorised free capital move- 
ment in December 1992 and 
tolly liberalised bank interest 
rates two weeks later. 

New foreign banks began 
cautiously moving on to the 
scene from 1985, and at a faster 
rate in recent years. They have 
tried to make up far what they 
lacked In branch networks and 
franchise with competitive 
products and forceful market- 
ing. further inflaming combat- 
ive tonrinnnfeci 

The most dramatic conse- 
quence of tougher competition 
has been a recent wave of pug- 
nacious takeover bids of an 
unprecedented scale for Portu- 
gal Three pending offers, 
together worth Es472.7bn 
($3J2bn), wifi, if successful, cre- 
ate three dominant banking 
groups controlling 65 per cent 



of the total assets of a sector 
currently divided among rela- 
tively small banks. 

Banco Comerrial Portugufes, 
the fifth largest bank, 
Imp£rio, the biggest insurance 
company, are offering Es306bn 
tor 100 per cent of Banco Portu- 
gues do Atl&ntico, the second 
largest bank. They will also bid 
EslLBbn for control of Uni So de 
Ban cos Portugueses - a small 
retail bank that, is part of the 
BPA group - if they succeed in 
taking over the parent bank. 

Antonio Champafimaud, a 
Portuguese industrialist, has 
agreed to pay Esl53bn for the 
50 per cent of Banco Totta e 
Acores, the third largest bank, 
which is currently held directly 
and indirectly by Banco 
Espanol de Ctedito, the trou- 
bled Spanish bank. 

BCP control of BPA would 
create a group accounting for 
23.3 per cent of the sector's 
total assets. Champafimaud 
would control 17.6 per cent if he 
added BTA to his assets. State- 
owned Caixa Geral de Depdsi- 
tos would remain the biggest 
group with 24£ per cent, but it 
is more focused on mortgage 
lending and sayings deposits 
Hum retail banking. 

“Consolidation of this kind 
was expected. Banks perceived 
that there were too many play- 
ers contending for too small a 
market” says Joao Salgueiro, 
president of the Portuguese 
n anMwg Association and a for- 
mer finance minister. "The pro- 
cess appears more striking 
now, because it involves the top 
hanks, but it has been going on 
quietly for some time." 

The state began consolidation 
by merging two small retail 


banks, Banco Naclonal Ultra- 
m arlpo and Banco Borges & 
Jra&o with CGD and Banco de 
Fomento e Exterior, a trade 
bank, respectively. These two 
groups were to remain to state 
hands. But the privatisation of 
BFE has already begun, and the 


BNU is also expected to be 
moved Into the private sector. 

Other acquisitions followed: 
BPA bought UBP; BCP took 
over Banco Gis£ an investment 
bank: BTA acquired Crfcdito 
Predial Portugufis, a mortgage 
bank; and Banco Portuguds de 
Investimentos, the leading 
investment bank, purchased 
the retail bank Banco Fonsecas 
& Bumay. Most bankers befieve 
the wave of mergers and acqui- 
sitions will roll on. 

After consolidation among 
the big players, a further phase 
of absorbing smaller Portu- 
guese banks and foreign subsid- 
iaries Into larger groups is 
expected. Banco International 
do Funchal, Banco CamGra'o e 
Indtistria and Credit Lyonnais 
Portugal are considered to be 
among possible candidates for 
acquisition. 

It is no coincidence that large 

takeovers bids have been 
launched as bank profitability 



Tier One 
capital 
(Earn) 

% 

change 

Assets 

(Esrri> 

% 

change 

Pre-tax 

profits 

(Earn) 

% 

change 

Number 

at 

employees 

Number 

of 

branches 

Com Geral de Depbsites 

317,605 

11.56 

5,636,178 

16.00 

61,296 

1293 

14£68 

882 

Banco Comedo) Portugufia 

190,380 

15.75 

1,927,158 

26.65 

27,610 

3JB2 

4,068 

311 

Banco Portuguds do AtUntloo 

166290 

1&83 

3,425,704 

52.42 

26.765 

15.66 

5,303 

312 

Banco EspJrtto Santo e Conwda de Lisboa 

114,819 

20.16 

2,057,003 

18.08 

27,388 

20.10 

5£64 

260 

Banco Totta & Azores 

107,012 

13.44 

2.650,967 

1431 

28380 

2J31 

6£65 

377 

Banco de Fomento o Exterior 

86,984 

7.98 

752^69 

11.13 

17,339 

-1722 

1.030 

37 

Banco Portugufia de InvB&mento 

41,659 

10.77 

1,080341 

-0.02 

8,840 

-40.06 

3,263 

n8 

Union de Banco* Portugeses 

37,821 

-2058 

787,698 

731 

3.673 

94.02 

3.140 

168 

Banco Pima & Sotto Mayor 

36,765 

2.13 

1388338 

1031 

2,179 

44.05 

5J589 

208 

Banco tetaeraf UWrsmartna 

3&S20 

739 

1,076,292 

12.99 

2.346 

na 

3,337 

167 
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weakens. Overall earnings 

growth in 1991 was the lowest 

for a decade. BCP, for example, 
suffered a 17.1 per cent slide in 
net income to EslS.Tbn, com- 
pared with Es2SL5bn in 1993. It 
was the bank’s first toll in prof- 
its after nine years of mercurial 
growth since it was founded in 
1985. 

As a result of recession, 
credit to the private sector was 
calculated to have grown by 
10.3 per cent in 1994. down from 
12B per cent in 1993. Non-per- 
forming loans are increasing as 
a proportion of total credit, and 
deposit growth has been slow 
for two years, 


This year's outlook is only a 
little brighter. But as economic 
recovery takes hold, credit 
growth is forecast to make a 
important contribution to an 
expected resumption of strong 
profit growth to 1996. 

The sector is reshaping itself, 
mainly because most b anks 
have reached a stage where 
they can no longer significantly 
increase market share through 
organic growth and have 
shifted to expansion by acquisi- 
tion. In addition, banks are 
moving beyond the traditional 
commercial battle for deposits. 

They see better opportunities 
for profit growth in creating 


large groups that of fe r greater 
potential for improved produc- 
tivity, cost-cutting, cross-selling 
of financial products and more 
effective use of information 
technology. 

As well as banking, the take- 
over bids involve strategies for 
rationalising the insurance, 
brokerage, leasing, factoring, 
fund management and other 
specialist divisions of the big 
financial groups. 

But streamlining will not be 
accomplished overnight “Over 
the next two to three years, the 
large groups now forming will 
he faced with a great challenge 
of rationalising operations 


controlling costs,” says Fern- 
ando Ulrich, of BPL 

"They are incurring very 
heavy financial burdens and 
will have to protect profitability 
until they prove successful in 
cost-cutting. Only then will 
they be able to become more 
aggressive in the marketplace.” 

In the haTikwig sector, which 

has an estimated 15,000 to 
20.000 workers more than it 
seeds to work efficiently, cut- 
ting costs mainly means reduc- 
ing workforces. This is likely to 

prove the most painful, com- 
plex and costly task in the 
realignment of forces now 
under way. 


L ooking back over his experience 
at the helm of the first bank to 
set up in Portugal after the 
country’s 1974 revolution, Mr Carlos 
Rodrigues says he has been “sailing 
by sight" all the way. 

The voluble 42-year-old president of 
what is now Banco Chemical (Portu- 
gal) was working at Manufacturers 
Hanover, in New York, when he was 
sent to tts representative office in Lis- 
bon in 1983. “I came for two years,” 
he says. “And I am still here." 

The only foreign banks with 
branches in Portugal at the time were 
those that were already there pre- 
1974: Lloyds, which later sold its net- 
work to Spam's Banco Bilbao Viz- 
caya. credit Lyonnais and Banco do 
BrasO. There were no domestic h anks 
outside the nationalised sector. “All 
the rates were the same. All the 
hanks did the stywm things,” Mr Rod- 
rigues recalls. 

His task was to seek a licence, as 
the Portuguese authorities began 
gradually to open up. Manufacturers 
Hanover, one of the biggest lenders to 
the Republic and large Portuguese 
state companies, was at the head of 
the queue when new legislation 
allowed for private initiative to be let 
into the hanking and insurance sec- 
tors. The other hanks approved were 
Chase Manhattan and Banco Por- 
tages de Investimento, converted 
from an investment company into a 
hank. 

“We opened in a rush In November 
1984,” says Mr Rodrigues. “We hit 


David White profiles Banco Chemical 

More than a bank - a 
return to market rules 


the ground running.” Eight hundred 
people tamed up at the inaugural 
reception. “It was more than the 
opening of a bank. It was the return 
to normal market roles." The arrival 
of foreign banks meant, above all, a 
qualitative change. 

The good relations which the bank 
enjoyed, not only with top Portu- 
guese state companies and the gov- 
ernment but also with corresponding 
Portuguese banks, proved para- 
mount When it launched the first 
syndicated deal in Portugal in 1986, it 
was able to bring in all the most 
important domestic banks. 

L ending at the time was subject 
to maximum interest rates and 
credit ceilings, which effectively 
meant that Tates were always at the 
maximum. Manufacturers Hanover 
found its opportunity by introducing 
credits under an auction system, 
known as Cristal loans, offering bor- 
rowers better conditions by taking 
advantage of the differential between 
short and long-term lending rates. 
For about six years, it had a monop- 


oly in this particularly niche. 

ft started with a dozen people and 
now has 76, in its Lisbon building, in 
Oporto where it opened in 1986, and 
in a small office in the northern town 
of GunnaraesJn the late 1980s, it was 
more ambitions about expanding its 
custom and set up three more busi- 
ness centres, but since then has re- 
oriented its activity. “One of the 
tilings that always terrified us was 
being made Irrelevant, or being just 
one of a crowd doing the same 
things,'’ Mr Rodrigues says. 

Three years after opening, it trans- 
formed itself into a subsidiary hank, 
placing shares in two stages that 
diluted the US parent’s control to 67.7 
per cent. The new status allowed It to 
take on business such as equity 
underwriting that it was unable to do 
at that time as a branch of a US bank. 

The 1990s brought a fresh change 
of direction. The US bank discussed 
selling the Portuguese offshoot to the 
financier Mr tosd Manuel de MeBo, 
but the negotiations fell through. 
Reviewing its potential market in 
1991, worried about the overheating 



Cartas Rodrigues: “we hit the ground running 1 

of the economy and facing shrinking 
margins, it decided to backtrack on 
its lending activity. 

“We started getting scared about 
the quality of credit declining,” Mr 
Rodrigues admits. Its total lending 
has been held at or below the levels 
of 1989-90. Instead the bank, renamed 
after Manufacturers Hanover and 
Chemical Bank merged in 1992, has 
concentrated on what Mr Rodrigues 
raTla “a trading and f undin g func- 
tion”, seeking commission business, 
becoming a primary dealer in govern- 


ment bands and moving into deriva- 
tives. 

Although affected, like the Portu- 
guese banking industry as a whole, 
by a squeeze an earning s since last 
year, it has been the most profitable 
of foreign banks over most of the 
period since the sector was opened 
up. Other foreign banks have had 
mixed success, and their role , has 
turned out to be more modest than 
same expected. But for Mr Rodrigues 
there is no doubt that it has been “an 
exciting time”. 
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SONAE 


Hie core businesses of Sonae 
are wood based products, retailing 
and real estate. 

In 1994, its position as PortugaTs 
leading non-financiaJ group was 
further consolidated. 

TTie rapid expansion planned 
is based on organic growth of its 
core buskiesses and in increasing 
Internationalization. 


Breakdown of Sales by Sector 



ACCELERATED GROWTH AND POWERFUL 
PROFIT PERFORMANCE 

1994 CONSOLIDATED RESULTS 


Thousand mSBon escudos 

1994 

1993 

Turnover 

2633 

227.6 

Profit on onfinary activities 

11.3 

7.1 

Profit before tax 

16.5 

10.6 

Not Profit (exc. minority interests) 

10.7 

5 JO 

Return on shareholders funds 

13.4 

7.7% 


+ 16% 
+ 60% 
+ 55% 
+ 116% 


The rate of expansion of the Group's business increased from 9 
percent bi 1993 to 16 percent in 1994. Consolidated turnover 
attained 263.9 thousand iraffion escudos (£ 1,038 nuBon). 

For the second successive year, net profit attrtoutable to the 
shareholders of Sonae liwestknentos more than doubted, reaching 
10,713 mSSon escudos (£ 42 mifion), with the return on average 
shareholders finds Improving from 7.7 percent to 1993 to 13.4 
percent in 1994. 

The main contributions to tWs impiwefnerrt were: 

• the huge reduction in net Interest payable, resulting primarily from 
the strengthening of the capital structure of the Group 

• the near elimination of operating losses to the Wood Based Products 
sector 

• the capital gains made on the sale of equity shares to two of the 
Real Estate project Companies, and those made on the placement 
Of some 17 percent of Sonae todustria’s share capital with 
institutional investors and to the sate of 15.7 percent of the share 
capital of SIAF to Sumitomo Forestry Co. Ltd. 

During 1995, growth In turnover Is expected to increase strongly at a 
rate dose to 30 percent and significant improvements in the 
operating profflabffity of most businesses should lead to a substantial 
increase n profit on ordinary activitfes- 


Sonae Investimentos, S.G.P.S., S.A 

U4gar do Espido, Via Norte, Apartado ll 4471 MAIA Codes ■ PORTUGAL 


In a country where liquid assets 
are known for maturing slowly, 
what would you expect from a bank 
that started only eight years agoP 




Our asset 5 are some $11 billion. 

And our cap/tal*!s hearty $1,100 mflSon. 

Despite the fact we've on ly bear* up and running 
since mfd-86, we have enormous respect for the past 

1b a man our senior managem&nt: teanr haye 
impressive banking credentials. They all- 
know the value ofexpertenek: ■ ; 

But t heir main focus is on tfta future. 
And on youth. •• 

The av^rBOe age in the bank is 30. . 
Nearly a quarter of our staff are 
graduates. 

it’s part of a unique corporate culture 
that has made us the fastjest, growing financial 
services group in Portugal- 1 Made Us one tiftfre-iarcesst 
Portuguese commerciaf banksfn terms of net income 
and shareholders' 'equity. And plat US "amongst • 

: Europe's Top SO banks in terms of market valuation. 

More importantly.' ft*s part of a tong tiprtn strategy, • 
•• by which we're determined not to maintain the 
position we've achieved in etohtshort years, but to 
improveonlt. 

. We’ll continue our programme of car efoily planned ■ 
market segmentation. Wa'il -continue, tx? maintain bur 
commitment to quality service- Ant? well continue to 
provide safe, stable growth by expanding our branch 
network and our client. base. 

Bank on our success. '• • 

Banco CtanerciaJ Fortugues 
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Madeira and Santa Maria: the stature of offshore centres is increasing 


Trade winds stir the islands 


Set in the Atlantic 600km off Casablanca 
on the Moroccan coast, Madeira has been 
renowned as a semi-tropical resort since 
the British aristocracy began spending 
their winters on the Portuguese island in 
the 18th century. 

Seafarers such as Captain James Cook 
anchored in Funchal, the capital, to stock 
up with Madeira wine - 200 bottles a man 
- on their voyages of discovery. 

Tourism remains the economic mainstay 
of Madeira, a region of 250,000 people, 
where GDP per capita is less than half the 
European Union average. But today the 
island's income is being increasingly sup- 
plemented by die success an offshore cen- 
tre that has earned a respected interna- 
tional status in less than a decade. . 

Madeira's International Business Center 
(IBC) consists of a free-trade industrial 
zone, an offshore financial centre, an inter- 
national services hub and an international 
shipping register. AH benefit from consid- 
erable tax, duty and exchange-control 
advantages, including total exemption 
from taxes on profits and capital gains 
until the end of 2011. The services centre, 
the most successful sphere, has attracted 
more than 1,300 companies. 

Membership of the EU is one of Madei- 
ra's most important assets, providing both 
regulatory guarantees and integration 
with tile European mq rkgF Tnrtnfiing free 
circulation of goods and services and right 
of es tablishme nt. Companies setting up in 
Madeira, an integral part of Portugal, are 


governed by the same corporate law and 
central bank regulations as their counter- 
parts on the mainland, and consequently 
enjoy the same guarantees of legal credi- 
bility and economic soundness. 

"Madeira has invested strongly In ensur- 
ing respectability- From the start, it opted 
for a strategy of caution, prudence and 
selectivity in developing the offshore cen- 
tre." says Carlos Lourdro, a Lisbon-based 
partner with Arthur Anderson. “This may 
have scared off a few companies, but it is 
an option that will pay in the long run." 

Offshore service and financial compa- 


Companies setting up hr* Madeira 
are governed by the same 
corporate law and central bank 
regulations as on the mainland, 
and consequently enjoy the same 
guarantees of legal credibility and 
economic soundness 


nies can set up anywhere on the island. 
Benefits for service enterprises entitle 
Anns to foil exemption from withholding 
and income taxes on dividends, interest on 
shareholders' loans and on any other type 
of income from companies participating in 
the initial capital of a service enterprise. 

Foreign companies operating in the IBC 
are free from all restrictions on the trans- 
fer of profits and capital invested, on the 
transfer of funds connected with trade and 


on the importation of funds. Last August, 
the Portuguese government enacted legis- 
lation enabling offshore companies in 
Madeira, in areas such as trading, holding; 
manageme nt, consultancy, and the render- 
ing of services, to be formed with a single 
shareholder. 

The application of Portuguese law and 
the EU parent subsidiaries directive 
means that bolding companies setting up 
in the IBC can receive dividends from EU 
companies without being subject to with- 
holding tax in the country of origin, while 
paying corporate tax of only 13 per cent. 
However, some analysts expect this provi- 
sion to come under increasing scrutiny 
from other EU member states. 

hi contrast to practice in most offshore 
centres, companies based in Madeira are 
not excluded from Portugal's double-taxa- 
tion treaties. Companies can ose these to 
reduce withholding taxes on royalties, 
interest and dividends. This makes the 
IBC an attractive niche for firms investing 
in those countries that have agreements 
with Portugal. Brazil, for example, has 
high withholding taxes and only two tax 
treaties, with Japan and Portugal. 

But this is another area where Madeira's 
advantages are likely to diminish rather 
than increase. A bilateral tax treaty 
recently signed with the US, which is not 
expected to came into force before 1996, 
specifically excludes the offshore centre in 
Madeira. Denmark has revoked its treaty 
with Portugal, partly because of the off- 
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The container docks at Funchal, Madeira 



shore advantages available in Madeira. 

Portugal’s double taxation treaties cur- 
rently include Austria. Belgium, Brazil, 
Finland. France, Italy, Luxembourg. Nor- 
way, Spain, Switzerland, the UK and Ger- 
many. However, some tax specialists 
expect operations in the IBC to be 
excluded from new bilateral tax treaties, 
and that countries that have already 
established treaties with Portugal may 
also, over the long term, seek renegotia- 
tions that exclude Madeira. 

Another Portuguese island, Santa Maria 
in the mid-Atlantic Azores archipelago, 
benefits from offshore legislation that is 
identical to that of Madeira. The European 


Commission granted the same offshore 
status to the two regions at the same time, 
as an incentive to help compensate for 
their remoteness and lack of development 
Madeira has thrived as an offshore cen- 
tre, particularly in the services area, but 
Rant-a Maria remains little known to the 
international business community. Five 
institutions are operating offshore finan- 
cial enterprises in the Azores - they are 
allowed to set up anywhere on the nine 
islands. But so far no companies have set 
up in the 400.000sq m free-trade industrial 
zone in Santa Maria, although some pro- 
jects are in the pipeline. The Azores has 
no international shipping register. 


Santa Maria was chosen as the base for 
the free zone mainly because of the avail- 
ability of surplus manpower and suitable 
infrastructure, particularly the Island’s 
large airport, once an important transat- 
lantic refueling point Large investments 
have beeD made to upgrade tire airport, a 
port has been built and telecommunica- 
tions modernised, but compa nies ha ve so 
for shown little inclination to invest 

What appears to have left Santa Maria' 
so far behind Madeira is a lack of promo- 
tion- A private company that was grante d 
3 concession to run the centre was wound 
up last year. The operation has been taken 
over by the Azores Institute for Invest- 
ment and Privatisation, a department of 
the regional government. It aims to 
breathe new life into the project, and may 
subsequently grant another concession for 
private management 

Meanwhile, the Madeira Development 
Company (SDM). a private-sector company 
that runs the IBC, has been negotiating in 
Brussels and Lisbon and travelling the 
world for several years, promoting 
Madeira in the face of competition from 
other locations in the EU off e ring special 
tax privileges, such as Ireland, Luxem- 
bourg, the Netherlands and. Belgium, as 
well as centres not fully integrated into 
the EU, such as the Channel Islands and 
Gibraltar. 

“Despite uncertainties and imramerous 
difficulties raised in their path, the people 
at SDM have succeed in a few years in' 
establishing Madeira as a recognised inter- 
national offshore centre." says Mr Lour- 
eiro. The legislative battles they have won 
will also benefit the Azores. It now rests 
with Santa Maria to take up the challenge 
of promotion. 


Peter Wise 


M are than a decade 
before the first bytes 
began to roll along the 
information superhighway, 
banks in Portugal opted to 
share the infrastructure of a 
national electronic payments 
network, rather than develop 
competing systems as finan- 
cial institutions In most other 
countries have done. 

As a result, Portugal enjoys 
one of the most advanced 
“plastic money” systems in 
Europe. From any of 3,500 
hole-in-the-wall 1 automatic 
teller machines (ATMs), hold- 
ers of cards Issued by any 
bank can access up to 26 ser- 
vices, from booking train tick- 
ets and settling utility bills, to 
toying with investment portfo- 
lios and paying the *«!»««- 
This network has provided 
the framework for what offi- 
cials believe to be the most 
advanced, and only globally- 
compatibJe, “electronic purse" 
system in the world. 

An electronic parse is a plas- 
tic bank card embedded with a 
computer chip, which replaces 


the need for cash for making 
small payments, anywhere 
from a taxi cab to a flower 
stall, without re quirin g a link 
to a central com pu ter network. 

Portugal leads the field in 
electronic payments, partly 
because, as a late starter in 
1983, it could benefit from the 
experience of other countries. 
Banks elsewhere had chosen 
relatively self-contained 
systems that make available a 
variety of operations at their 
own ATMs, but little more 
than cash withdrawal at AIMS 
belonging to other banks. 

Portuguese banks resolved 
to pool re s o ur ces and produce 
an electronic payments high- 
way that would make all the 
services of any hank available 
at any AIM. They created a 
company called Sociedade 
Interbancaria de Services 
(SUBS), today owned by 31 
banks, to provide a shared 
information network and cen- 
tralised clearing system. 

Individual banks market 
their own debit, credit and 
electronic parse cards, as well 


The electronic purse: Portugal believes its system leads the world 


Late starter leaps forward 


as ATMs and electronic point- 
of-sale (Epos) terminals. But 
they share a common infra- 
structure. The sy s tem is aptly 
named Multibanco. “We pro- 
vide a public highway for all 
electronic payments to travel 
along and individual banks 
decide what particular ser- 
vices they want to circulate on 
it," says Ftiipe Santos of SIBS. 

But the technical prowess 
that Portugal has shown in 
developing the network has 
been matched by the inepti- 
tude that banks have dis- 
played in marketing it. This 
became clear when consumer 
associations organised a 24- 
hour boycott of bank cards in 
March 1994, because banks 
had wrongly created the 
impression that a 1 per cent 
charge to consumers was to be 


made for purchases made with 
debit cards. 

The damage has been incal- 
culable. Banks not only suf- 
fered in terms of public rela- 
tions, but the government 
promptly suspended all debit 
card commissions. Banks were 
allowed to reintroduce debit 
card commissions in January 
1995, at a maximum level of 
Es60, or 0.35 per cent of the 
purchase, whichever is the 
smaller. Commissions are due 
to be frilly liberalised, as in 
most European countries, by 
mid-1995. No limits are placed 
on credit cards commissions. 

“The h anks coold not have 
handled it worse,” said a Lis- 
bon consultant. “They did 
exactly (he opposite of what 
was recommended.” Debit-card 
purchases had not previously 


been free from commissions, 
as consumers came to believe. 
Charges to retailers bad 
ranged from 0.5 per cent for 
hypermarkets to 3 per cent for 
small shops. All that was 
being phased out last March 
were incentives under which 
some banks had been warring 
c ommiss ions. 


B anks are trying to get it 
right for the introduc- 
tion of the electronic 
purse, where commissions are 
expected to range from 1 to 2 
per cent. “If a service is worth 
acquiring, it’s worth paying 
for,” say Mr Santos. 

Electronic payment systems 
may save banks money, bat 
they nevertheless involve 
costs. They also provide 


retailers with considerable 
benefits, not least the 
guarantee of payment in a 
country where 10,000 cheques 
bounce daily. 

Portugal’s innovation is not 
in developing the individual 
components of the Multibanco 
Electronic Purse (MEP), bat in 
applying the technology in a 
national system of electronic 
payment that integrates 
“smart card” purses with the 
existing network for direct 
debit and credit cards. 

Small retailers, from news- 
paper kiosks to coffee bars, 
are equipping themselves with 
portable terminals about the 
size and weight of a telephone 
handset for accepting pay- 
ments made with MEP cards. 
Public telephones as weD as 
automatic vending and ticket- 


issuing machines are being 
adapted, so that the system 
can be used for an almost 
unlimited range of automated 
payments, from car washes to 
public transport and postage 
stamps. 

Most of Portugal's 35,000 
Epos terminals, already used 
by bigger outlets for debit and 
credit card payments, are to be 
converted or replaced to 
accept electronic purse pay- 
ments as welL MEP cards can 
be recharged indefinitely - 
currently up to a maximum of 
Es40,000 ($270) - from the 
holder’s banks account 
through any ATM. 

Service providers, when 
their twminaiK are not linked 
to the central computer net- 
work, transfer takings to their 
accounts through the ATM 
system using high-security 
deposit cards. More than 
500.000 MEP payment cards 
are expected to be issued this 
year, following the launch of 
the system last month. 

Smart cards equipped with a 
microprocessor are not new. 


France, pioneer of the technol- 
ogy that provides greater 
power for storing and han- 
dling information than the 
magnetic-strip cards issued ia 
most countries, has 21m In 
use. But France uses them 
mainly for traditional direct 
debit and credit card pay- 
ments, and only as electronic 
parses in small, closed 
systems such as local trans- 
port networks. 

Finland and Denmark have 
also recently introduced elec- 
tronic parse cards. But all 
these purse sys tem s use dis- 
posable cards that simply 
“burn” units as purchases are 
made. Like telephone cards, 
they have to be thrown away 
and replaced when the their 
total value has been spent. 
Portugal is the first country to 
introduce an electronic pane 
that is both global - a card 
issued by any bank can be 
used to pay for any service 
anywhere - and permanently 
rechargeable. 


Peter Wise 
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The capitaT# ratal! property sector is flourishing, but office space is suffering the effect* of ovarmppty 

Real estate: shopping space is at a premium in Lisbon, writes Peter Wise 

The global retailers 


L ife has returned to the 
historic Chiado shop ping 
district of central Lisbo n, 
seven years after fire destroyed 

IS prized buildings. 

Early spring flowers are bios- 
flaming in white-walled court- 
yards, and couples are courting 
at pavement cafes as recon- 
struction, in the quarter's origi- 
nal 18 th-century style nears 
completion. 

The new Chiado, being bom 
out of the ruins under the 
direction of Alvaro Siaa Vieira. 
Portugal’s most distinguished 
architect, promises more style 
and vivacity than the 
neighbourhood of dowdy 
department stores and 
Dickensian offices that the 
blaze swept away. 

Since the Ore, in 1988. Portu- 
gal has been swept up in a 
retailing revolution. Italian 
fashion houses, US fast-food 
outlets and leading interna- 
tional stores are paying top 
rents for sites in the Chiado 
previously occupied by 
straight-laced gentlemen's out- 
fitters and dusty public nota- 
ries. 

Retail space is at a premium, 
as economic growth and Portu- 
gal's integration into the Euro- 
pean Union attract the global 
rharns to a market they had 
Jong neglected. 

Bents for prime retail sites in 
Lisbon have reached a record 
EslS.000 ($122) a square metre 
a month, almost five times 
higher than in the more 


depressed office mm-frof 

The Chiado reconstruction is 
due to be completed by the end 
of this year, with the exception 
of file biggest site, the former 
Armaz&ns de Chiado depart- 
ment store, where work has 
been delayed by legal wran- 
gles. But the district’s revival 
win relieve only a Utile of the 
strong pressure for retail sites 
in the capital 

Even property developers 
acknowledge that Lisbon's 
decision that the new Chiado 
should consist of 30 per cent 
office space. 30 per bent retail 
and 40 per cent residential will 
breathe new life into the dis- 
trict. Almost DO nm» Jiari Jived 
in what became a deserted 
shell as soon as shops and 
Offices Closed. The new hfllnnry 
will benefit the city. But it is 
not the best commercial option 
from the property owner's 
point of view. 

Retail sites are limited to 
basement and ground level, 
providing little opportunity far 
the big department stores that 
central Lisbon fackp The divi- 
sion between shops and, on the 
upper floors, offices and flats 
will almost certainly lead to 
multiple ownership. This could 
deter investment by big insti- 
tutions, which would prefer to 
acquire large complexes to 
manage and maintain on a 
long-term basis. 

Mr Siza Vieira's plans for 
resuscitating the Chiado 
include installing a hotel in 


part of the Ann az fens de 
Chiado site. A hotel will create 
activity and jobs. But it will 
also mean a considerable com- 
mercial loss for the owners of 
the development 
"The difference in forecast 
returns for the site, with and 
without a hotel, is enormous," 
says a Lisbon property agent 


Negotiations are currently 
under way with dty authori- 
ties on the possibility of waiv- 
ing or reducing the hotel 
requirement 

In addition to the Chiado, 
three other important develop- 
ments will help to supply the 
demand for retail sites over the 
next few years. The Colombns 


Centre, a mixed development 
in the Benfica suburb of Lis- 
bon, will place I33,000sqm of 
shopping space on the market, 
strengthening its claim to be 
one of the biggest shopping 
centres in Europe. 

El Corte Ingles, the Spanish 
department store, is to take up 
a 3O,0COsqm anchor store in a 


arrive 

development to be bust along- 
side Lisbon's Eduardo VII 
park. An additional 20,00Qsq m 
trail be made available for 
smaller shops. In the town of 
Oeiras, a few miles west of Lis- 
bon. a 40,000sq m shopping cen- 
tre, with its own important 
catchment area, is due to be 
ready in 1996. 


hi contrast to the booming 
retail sector, the market for 
office space is suffering the 
effects of oversupply. “Prime 
business district rents have 
fallen from Es?,000 a square 
metre a month in 1991 to 
around Es3,750," says Eric van 
Leuven, managing director in 
Portugal of Healey ft Baker. 
They are currently at about 
the same level as rents in 
Amsterdam and Brussels. 

The market is oversupplied, 
despite a strong take-up rate, 
mainly because of the lag 
between investment and fin- 
ished buildings appearing on 
the market after the boom 
years of the late 1980$ and 
early 1990s, when economic 
growth and foreign corporate 
moves into Portugal encour- 
aged developers to invest 
heavily. 

Mr van Leuven calculates 
that developers are sitting on 
undeveloped sites in the 
greater Lisbon, area represent- 
ing 700,000sq m of unbuilt 
office space. They were 
acquired during the boom at 
prices that would make them 
unprofitable to develop and 
mar ket at today’s much lower 
rents. "They are waiting in the 
hope of selling when the tide 
turns," he says. 

Office development could 
begin to pick up again in 1996. 
Lisbon currently has about 
40,000sq m of vacant new office 
space. A further 50.000sqm is 
expected to come on to the 


market in 1995. The take-up 
rate was 80 , 000 sqm in both 
1993 and 1994, and is expected 
to remain stable in 13%. This 
mwing that supply and demand 
are likely to be more evenly 
balanced by next year. Rente 
will rise, and developers are 
expected to begin investing in 
new projects. 

Demand for new office space 
comes Tmijn iy from companies 
moving out of dilapidated, inef- 
ficient buildings into more 
modem developments, as the 
gap between old and new rents 
diminishes. 


C ompanies who rented at 
the height of the boom 
are also moving. They 
may now be paying EsS.000 a 
square metre, after indexed 
increases, compared with cur- 
rent market rates of Es3,50Q to 
ES3.750. 

An important factor in 
stimulating Portugal’s 
underdeveloped investment 
market would be the approval 
of a new commercial lease law. 
The current law provides 
tenants with perpetual security 
of tenure without 
market-based rent reviews. A 
promised new law will provide 
for fixed-term contracts and 
renegotiation at market rates. 
But after being deluded by 
government pledges of its 
imminent approval since 1987. 
potential investors are not 
holding their breath. 


P onte Vasco de Gama is 
the name that prime 
minister Anlbal Cavaco 
Siva has suggested for the new 
Lisbon bridge, whose 12km 
span over the Tagus river is 
due to be completed in 1998, 
the 500th ann iv er s ar y of the 
navigator’s discovery of the sea 
route to India around the Cape 
of Good Hope. 

More facetious figures have 
proposed the Bridge of Sighs as 
a fitting title for the EslSQbn 
($L2bn) project, Europe’s lon- 
gest continuous fixed river- 
crosstag, which has provoked 
successive waves of contro- 
versy before a single pylon has 
been sunk in the river bed. 

Joaquhn Ferreira do Amaral, 
minister for public works, 
transport and telecommunica- 
tions, wfQ certainly breathe a 
sigh of relM if the privately-op- 
erated toll bridge opens as 
scheduled by March 31, 1998, in 
time for Expo ’98, the internal 
exposition on the theme of the 
oceans, to be held in Lisbon. 

The difficulties the govern- 
ment is encountering over the 


new bridge highlight the risks 
and complexities of project 
finance for a country that has 
much to gain from the financ- 
ing and operation of infrastruc- 
tures by the private sector, bat 
has little practical experience 
in applying the concept. 

Problems began with envi- 
ronmentalists’ protests over 
the decision to build the cross- 
ing from Sacav&n on the east- 
ern outskirts of Lisbon to Moo- 
tijo on the southern bank, 
allegedly threatening wildlife 

hahitafa. 

The award of the bufld-and- 
opentte contract to a consor- 
tium led fay Trafalgar House of 
the UK - Lusopoote - later led 
to complaints of unfairness 
from the losing consortium 
headed by the French construc- 
tion company Bouygues. But 
no formal appeal was lodged. 

Next came a commuter 
blockade of Lisbon’s existing 
bridge. Ponte 25 de Abril, 
which is also to be operated by 
Lnsopante from 1996. Protest- 
ers objected to a 50 pm- cent 
toll increase, which was 


One troubled scheme illustrates the complexities of project finance 

A conceptual gap to be bridged 


related to the financing of the 
new crossing. The government 
was forced to give ground on 
toll increases, obliging it to 
aii iyate an additional EslSbn 
of pnblic funds to the new 
bridge. 

Finally, President M&rio 
Soares wide a surprise call in 
February, when construction 
was due to begin, tor the whole 
project to be suspended to 
reconsider the siting of the six- 
lane crossing: Many specialists 
considered the choice of site 
the “error of the century", Mr 
Soares stud, in what fixe gov- 
ernment interprete d as more of 
a political attach than environ- 
mental concern. 

In theory at least, the Portu- 
guese economy is ideally suited 
for project finance. The coun- 
try lacks many important 


infrastructures compared with 
more developed neighbours. 
But it also has to exercise tight 
budgetary restraint to meet the 
convergence criteria for Euro- 
pean monetary union. 

Flaring projects in the pri- 
vate sector, where the cash 
flow from the operation of the 
enterprise - whether It be a 
power station, a toD bridge, a 
railway fine or even a hospital 
- is used to pay back the loans 
contracted to finance its con- 
struction, appears to make 
more sense than paying for 
them out of limited public 
funds. 

However, the concept is not 
so easy to apply in practice. 
The commuter revolt over the 
toll increase, obliging the gov- 
ernment to pump more state 
money into the new bridge. 


struck at one of the fundamen- 
tal principles of project finance 
— rtvat the consumer directly 
benefiting from tbe project 
pays, rather than the general 
taxpayer. 

C ommuters in Oporto, 
where no bridge tolls 
are charged, may resent 
co n tributing to tbe fin a n ci n g of 
a bridge in Lisbon that they 
will not often use. But the 
user-pays principle of project 
finance only works if tariffs 
are acceptable to the consumer. 
The high level of state funding 
for public transport systems in 
Portugal makes the change 
from subsidised to commerciaL 
ly- viable fares painfuL 
Fear of politically unpopular 
fares appears to be one of the 
reasons why the government 


has reversed a decision to 
grant a concession for a pri- 
vately-financed EslOObn proj- 
ect to build and operate a rail- 
way fink under the Ponte 25 de 
Abril. The service is now to be 
financed anil run on traditional 
terms by the state. 

Portugal has had more suc- 
cess with project finance in tbe 
energy sector, where c onsumer 
tariffs are largely controlled by 
the state. In December 1993, 
Electriridade de Portugal, tbe 
state power utility, sold two 
300MW coal-fired units at 
Pego, 130km north-east of Lis- 
bon. to Tqo Energia, a group 
led by National Power of the 
UK, for Esl55bn. 

The first unit began produc- 
tion in March 299% the second 
is doe to start in October 1995. 
Two further 30GMW units are 


expected to be added to the 
plant, and Trio Energia has an 
option on their purchase. 

In February this year, a con- 
sortium led. for Powergen of the 
UK began construction of Por- 
tugal’s first natural gas-fired 
power plant, at Tapada do Out- 
riro, near Oporto. The EslOObn 
build, operate and transfer 
project Is to be mainly financed 
by a syndicate of Portuguese 
and international banks, 
tnrhuHng the European Invest- 
ment Bank. 

Siemens of Germany is to 
supply the combined-cycle 
990MW station with three sin- 
gle-shaft gas turbines, due to 
come on Wnp fo March and Sep- 
tember 1998 and May 1999. 

Turbogas has signed a 25- 
year power purchase agree- 
ment with EDP and a turnkey 
construction contract with a 
group led by Siemens. Power- 
gen and HLC, a small Portu- 
guese partner, wifi run the 
plant under an operation and 
maintenance contract. 

PetrogaL the state-controlled 
oil company, is promoting a 


Es35bn, off-balance-sheet 
investment in a new fuel pipe- 
line and storage facilities for 
the Lisbon region, its main 
sales area. It has set up a com- 
pany, CLC-Companhia Logfs- 
tica de Combust! veis, with 
equity capital of Es600m. to 
carry out the project 
A 170km multipurpose pipe- 
line is to be constructed from 
Petxogal’s main refinery at 
Sines, in southern Portugal, to 
a new storage depot to be built 
at Aveiras. outside Lisbon. A 
second. 36km pipeline will be 
built from the depot to carry 
jet fuel to Lisbon airport 
Petrogal is opening the capi- 
ta] of CLC to other oil compa- 
nies which are signing 
long-term service contracts for 
use of the new facilities. Cash 
flow from the contracts will 
finance the investment. Two 
consortiums, led by Bechtel of 
the US and Moneco-Agra of 
Canada, are the main contend- 
ers for Esl4bn contract to con- 
struct the pipeline. 

Peter Wise 
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ADEIRA- 
A CLIMATE 
FOR BUSINESS 



Madeira. The European Community’s 
newest international business centre. 

Only 3 hours away from most European 
capitals and just over 1 hour from Lisbon. 
Madeira is strategically placed era most Atlantic 
shipping routes, unmatched as an offshore centre 
in the European Community. 

Free Trade Zone 

All industrial and commercial activities 
are permitted within the free trade zone, 
subject to the preservation of the natural 
environment and to the rules of public 
health and national security. 

OfEshore Financial Centre 

Banks and financial institutions may 
tsBblish offshore operations anywhere in 
Madeira, free from domestic restrictions. 
Transactions may be carried out in any 
currency, with supervision from the 
Central Bank of Portugal. 


International Services 

International service companies such as 

trading, holding, management and mists will be 

able to conduct and plan 

international investments through 

Madeira thus benefiting from all the fiscal 

incentives available. 

International Shipping Register 
MAR, Madeira’s International Shipping Register 
offers the global shipping industry 
some of the most favourable and 
competitive conditions available today. All 
vessels registered will fly the Portuguese 
flag. A wide range of tax and financial 
incentives are also available to investors, 
making the package even more irresistible. 

Madeira, 

Your high-yield investment in the futnre. 


SOM - Madura Development Company 

R. Emperarriz D. Amelia 
P.O. Box 4164 - 9052 Funchal Codex 

Madeira - Portugal v - , * 

Tel; (351 91) 225466 Fax; (351 91) 228950 W * * 
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PORTUGAL: FINANCE AND INVESTMENT 


Ten villages, beset by neglect and decay but rich in history, are receiving investment 
aimed at attracting visitors. Peter Wise discusses tourism’s growing importance 

More to offer than sun and sea 


Idanha-a-Velha, a village of 
rough granite houses in the 
remote highlands of the central 
Portugal, has few conspicuous 
attractions as a potential huh 
of tourism. The young have 
left for jobs in Lisbon or 
nearby Spain, leaving b ehind 
only shuttered, abandoned 
homes and an ageing popula- 
tion of 84 people. Use of the 
ancient chapel of Sdo Ddmaso 
as a hay bam embodies the 
prevailing spirit of neglect 

But Portugal is investing 
EsSbn ($34m) to revive Idanha- 
a-Velha and nine other declin- 
ing communities in the region 
as select tourist centres. The 
goal is both to stem the flow of 
young people away from the 
rural interior by creating satis- 
fying jobs, and to help diver- 
sify a tourism industry that is 
over-dependent on mass book- 
ings fOT the hrytulw , villas and 
apartments of the Algarve 
coast in the south. 

Beset by neglect and decay 
today, the 10 villages have a 
rich history as hilltop strong- 
holds against invading forces 
from Spain, from the Romans 
and the Visigoths to the Moors 



Afternoon tea at Refcfs Motet: Madei 

and the armies of Napoleon. 
Ldanha-a-Velha, once a thriving 
Roman town known as Civitas 
Igaeditanomm, has notable 
Roman walls and a tower, a 
5th century bishop's palace, 
windows and doors in the 
ornate Manuehne style of the 


i accounts for 14 par cant of Portugal's tourism co min g o 
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Portuguese Renaissance and a 
12th century cathedral to be 
restored. 

“Few places in Portugal so 
directly and emoHrmany evoke 
the history of our country as 
these villages. Their heritage 
endows pram with (he qualities 
to become appealing tourist 
destinations," says Alexandre 
Relvas, secretary of state for 
tourism. "Life for the villagers 
is a struggle today. But by sup- 
porting tourism as a new 
source of jobs and income, we 
will improve living standards 
and provide young people with 
appealing alternatives from 
moving away." 

Investment in these villages 
of the central region of the 
Beiras, a forested plateau that 
borders Spain, will he chan- 
nelled into restoring monu- 
ments, improving infrastruc- 
tures, including water supply 
and sewage systems, and pro- 
viding tourist accommodation, 
from fawc to farmhouses. This 
will be aimed at relatively 
prosperous European visitors 
with a taste tor history and 
country cooking, who are 
happy to escape the madding 
crowd. 

Reviving historic villages is 
one aspect of a broader policy 
to diversify and enlarge the 
potential cf Portugal's tourism 
industry. Although one of the 
country's most important eco- 


nomic sectors, tourism is over- 
dependent on too few products, 
too few destinations and too 
few markets. Half of the coun- 
try's hotel beds are in the 
Algarve, whose beaches attract 
50 per cent of all the tourists 
who visit Portugal and 
accounts for half of the sector's 
total earnings. 

Other important Portuguese 
destinations are the Lisbon 
region, including Cascais, Esto- 
ril, Sintra and the Setilbal pen- 
insula, which accounts for 20 
per cent of tourism earnings, 
smri the semi-tropical island of 
Madeira, which accounts for 14 
per cent. Mr Relvas believes 
Portugal can consolidate and 
increase earnings from these 
areas and at the same attract 
tourists to new, relatively 
unknown destinations across 
the country. 

This aim is the origin of Por- 
tugal’s main advertising slogan 
for a new tourism campaign: 
The Thrill qf Discovery. Portu- 
gal, the world's 13th largest 
tourism destination, is among 
the 10 countries that' spend 
most on promotion. The gov- 
ernment has also been consult- 
ing the London-based Interna- 
tional Federation of Tourism 
Operators on policy, to help 
ensure the industry’s support 
for the country's growth and 
diversification objectives. 

Lesser know areas that Por- 


tugal is promoting include the 
Douro valley, which is 
renowned for the production of 
Port wine but whose vine- 
yards, manor houses and river- 
side terraces have been under- 
exploited as tourist attractions 
- despite the holidays spent 
there by John Major, the Brit- 
ish prime minister. The pictur- 
esque Tua railway, r unnin g 
along the Douro valley from 
the north-eastern hills to the 
city of Oporto, could be 
another colourful draw. 

Portugal is investing in other 
alternatives to the “sun and 
sea" holidays that have led to 
overcrowding and over-devel- 
opment in same areas of the 
Algarve. They include archaeo- 
logical sites in the Alentejo 
region in the south, the vinho 
uenfc-growiog region of the 
north-west; the chain of state- 
owned inns known as pouso.- 
das , itineraries tracing themes 
such as Jewish history. Prince 
Henry the Navigator and wine- 
making; and religions sanctu- 
aries such as the Roman Cath- 
olic shrine of F&izma. 

Sun is an abundant commod- 
ity in Portugal. But despite 
warm autumns and mild win- 
ters, 50 per cent of income 
from tourism is earned 
between July and September. 
The industry is now investing 
in tourism focused on golf and 
other sports, culture, con- 
gresses and religious sites to 
help build business outside the 
summer high season. 

Tourism is as central to the 
Portuguese economy as the 
textile industry, the fftianpiat 
sector or construction. It 
accounts for 8 per cent of gross 
domestic product and employs 
300,000 people - 6 per cent of 
the active population. Last 
year, a record 93m tourists vis- 
ited Portugal, an increase of 9 
per cent on 1993, as recovery 
took hold in Europe. Earnings 
rose less, between 3 and 4 per 
cent, to Es700bn, because oper- 
ators held prices down to help 
stimulate the pickup. 

Income from tourism never- 
theless accounts for 25 per cent 
of total export earnings and 
covers 50 per cent of the trade 
deficit for tangible goods. The 
government is confident earn- 
ings can grow at an annual 



Rum the city of Oporto, a picturesque raBway Journey along the Douro vaOey, to the north-eastern Mia, cotikf 
prove to be a colourful attraction to visitors *#*» **<*■«» 


rate of 3.5 per cent until the 
end or the century. Beyond 
attracting more tourists, Portu- 
gal aims to increase the aver- 
age daily spending of visitors, 
currently Esl 5,000, by 2.5 per 
cent a year to 2000. 

Attracting more tourists 
from France, Italy, and eastern 
Europe is another priority for 
an industry largely sustained 
by tourists from the UK and 
Spain, which account 22 per 
cent of bed-nights each. Portu- 
gal’s other main markets are 
Germany, which accounts for 
17 per cent of bed-nights and 
the Netherlands, accounting 


for 9 per cent 

Besides diversification of 
markets, destinations and 
products, Portugal is investing 
in improving the professional- 
ism of those employed in 
industry and in the quality and 
variety of accommodation and 
services. Between 1994 and 
1996. the government, with 
support from the European 
Union, plans to make Es75bn 
available to stimulate private 
investment in the industry. It 
expects this to mobilise total 
investment of Es200bn. An 
entrepreneur planning to 
restore an historic building in 


Idanha-a-Velha, for example, 
would qualify for a grant of 40 
per cent of the total invest- 
ment. 

"We have launched initia- 
tives and programmes - many 
of them truly pioneering - con- 
ceived to make the country a 
competitive international tour- 
ist destination, with presti- 
gious products offered under a 
clear and specific brand 
image,” says Fernando Faria 
de Oliveira, trade and tourism 
minister. “Our goal is to 
ensure that the main attributes 
of tourism in Portugal are 
quality, variety and safety." 
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Unlikely as it tmu, to climb 
down inside an Azorean 
^ volcano u to experience 



jawed in nature. 
Witness the picture 
on the left. 
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Number One 
in Portuguese Banking 

Caixa Geral de Depdsitos, SA, established in 1876, is Portugal’s largest bank. 

As an universal bank, CGD operates an extensive 500 branch network offering a 
wide range of financial services in the domestic and international markets. 

CGD leads Portugal's most important financial group with major subsidiaries in 
commercial banking, insurance, leasing, factoring, fund management, real estate 
and venture capital. 

CGD's expanding international acltivity is also backed by its subsidiaries: an 
offshore branch in Madeira, a full branch in Paris, a bank in Brazil, two banks in 
Spain, a bank in France and a network of correspondents in more than 100 
countries. 

A solid Institution and a diversified Group to offer you a complete financial service 
worldwide. 


GERAL DE 
lely on Us 



International Department (Lisbon) Tei. (351) (ij 790 50 18 Fax <ast> (i) ?gc so 68 -Madeira 
Oftehore Branch (Funchal) Tel. (351) (91) 23 10 20 Fax (351) (91) 23 30 98 ■ BRAZIL -Banco 
Financial Portugues (S&o Paulo) Tel. (55) (11) 35 81 01 Fax (55) (11) 36 91 76 & (Rio de Janeiro) 
TeL (55) (21) 223 42 52 Fax (55) (21) 233 74 73M FRANCE-Paris Branch Tel. (33; (1) 40 69 54 
00 Fax (33) (1) 40 70 03 09 & Banque Franco Portugatee (33) (1) 45 23 30 40 Fax (33) (i) 42 
46 78 05 ■ SPAIN - Banco de Extremadura (Caceres) Tei. (34) (27) 24 93 00 Fax (34) (27) 24 
91 16 & Banco Luso Esparto! (Madrid) Tel (34) (1) 411 62 23 Fax (34) (1) 5622856. 
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